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San  Francisco,  California. 


To  his  Honor  the  Mayor 
and 

The  honorable  the  Board  of  Supervisors, 

City  and  County  of  San  Francisco. 

Dear  Sirs: 

In  accordance  with  Section  65  of  the  Charter,  the  Annual 
Report  of  the  Controller  is  presented  herewith  covering  the  fiscal 
year  ended  June  30,  1933,  this  being  the  first  complete  fiscal 
year  under  the  present  Charter,  effective  January  8,  1932. 

The  accounts  of  the  Controller,  in  conformity  with  Section  68 
of  the  Charter,  by  direction  of  the  Board  of  Supervisors,  were 
audited  by  Lybrand,  Ross  Bros.  & Montgomery.  Those  of  the 
municipally  owned  public  service  enterprises,  in  accordance 
with  Section  66  of  the  Charter  and  by  direction  of  the  Con- 
troller, were  audited  jointly  by  F.  W.  Lafrentz  & Co.,  Bullock, 
Kellogg  & Mitchell,  and  the  Controller’s  Audit  Staff.  The 
audits  of  all  other  departments  are  performed  by  the  Controller. 

There  is  presented,  in  addition  to  the  certified  audits,  com- 
ments in  relation  to  the  major  departments;  savings  under  the 
new  Charter ; descriptive  data  in  relation  to  activities  under  the 
Charter  and  current  memoranda  evidencing  accounting  and 
budgetary  control. 

Very  truly  yours, 
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Controller’s  Comments 


Revenues  and  Expenditures 

The  annexed  certified  report  of  Lybrand,  Ross  Bros.  & Montgomery 
shows  the  following  condensed  comparison  of  general  city  and  county 
revenue  and  expenditures: 


Revenues 

Taxes  and  licenses 

State  subventions 

Departmental  revenues 

Interest  on  bank  deposits 

Rents  

Court  fines  

Contributions  from  Water  Department. 


Fiscal  Tears  E; 
1933 

$ 33,008,894.42 
3,691,618.50 
1,184,109.68 
276,483.03 
10,325.23 
95,224.67 
808,000.00 


nded  June  30 
1932 

$ 34,192,210.70 
3,590,793.21 
1,333,551.70 
236,558.86 
11,378.11 
111,930.52 
273,000.00 


$ 39,074,655.53 


$ 39,749,423.10 


Expenditures 

Operating  Expenses  Departmental $ 28,333,951.49 

Operating  Expenses  Other 1,995,582.47 

Bond  Interest 2,481,612.29 

Other  Interest  97,162.38 


$ 28,816,076.74 
2,078,914.13 
2,322,499.29 


Total  General  City  Expense 

Bond  Redemption  

Contributions  to  Public  Service  Enter- 
prises   

Additions  to  Property  through  Revenue 


.$  32,908,308.63 

$ 33,217,490.16 

2,244,100.00 

1,975,100.00 

2,085,707.19 

2,379,986.86 

982,380.02 

2,643,521.51 

.$  38,220,495.84 

$ 40,216,098.53 

The  foregoing  statement  does  not  include  the  operations  of  the 
municipally  owned  public  service  enterprises  which  are  the  subject 
of  later  comment  in  this  report. 

At  an  election  held  April  11,  1933,  a Charter  amendment  was  ap- 
proved which  declared  the  existence  of  a public  emergency  and  pro- 
vided for  temporary  salary  deductions  as  follows: 


Monthly  Salary 
$101  to  $120. . 
121  to  150. . 
151  to  185. . 
186  to  275. . 
276  to  600. . 
601  to  834. . 
835  or  more. 


Percent  Deduction 

3 

7 

10 


18 

20 


These  salary  deductions  were  made  effective  May  1,  1933,  and 
amounted  to  $335,027.45  for  the  fiscal  year  1932-33,  as  follows: 


General  City  and  County $266,338.34 

Water  Department  18,252.55 

Municipal  Railway  27,707.11 

Hetch  Hetchy  Power  Operative 3,063.63 

Hetch  Hetchy  Construction 19,665.82 


$335,027.45 
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The  salaries  of  certificated  employees  of  the  school  department  for 
the  fiscal  year  1932-33  were  not  affected  by  the  Charter  Amendment 
since  they  are  employed  and  compensated  under  State  statute  at  an- 
nual compensations,  which  are  fixed  in  May  of  each  year.  However, 
their  salaries  for  the  fiscal  year  1933-34  were  reduced  approximately 
$800,000  in  proportion  to  the  deductions  provided  by  the  Charter 
Amendment.  The  total  of  the  temporary  deductions  for  the  fiscal  year 
1933-34,  including  the  school  department,  will  amount  to  approxi- 
mately $2,535,000. 

Collections  of  taxes  and  other  revenues  for  the  first  half  of  the  fiscal 
year  1932-33  fell  short  of  the  original  budget  and  it  was  evident  that 
a curtailment  of  expenditures  had  to  be  made. 

Accordingly,  on  January  16,  1933,  the  Controller  requested  all  de- 
partments to  file  immediately,  estimates  of  their  expenditures  for  the 
period  January  1 to  June  30,  1933. 

Material  reductions  were  then  made  in  the  allotments  for  that  period 
and  strict  supervision  exercised  thereafter  to  see  that  the  expenditures 
were  kept  within  the  reduced  allotments. 


Hetch  Hetchy  Water  Supply  and  Power  Project 

The  Raker  Act,  which  was  signed  by  President  Wilson  on  December 
19,  1913,  granted  to  San  Francisco  rights  of  way  and  the  use  of  public 
lands  in  Yosemite  National  Park,  Stanislaus  National  Forest  and  else- 
where for  the  purpose  of  constructing,  maintaining  and  operating 
reservoirs,  dams,  conduits  and  other  structures  for  the  development 
and  use  of  water  and  power. 

The  Raker  Act  provides  that  San  Francisco  shall  pay  annual  rental 
to  the  United  States,  commencing  July  1,  1919,  as  follows: 

1919  to  1928 $15,000  per  year 

1929  to  1938 20,000  per  year 

1939  and  thereafter,  unless  in  the  discre- 
tion of  Congress  the  annual  charge 
should  be  increased  or  diminished..  30,000  per  year 

A supplemental  agreement  executed  September  27,  1932,  provides 
that,  commencing  July  1,  1932,  San  Francisco  shall  also  make  five 
annual  payments  to  the  United  States  of  $250,000  each,  a total  of 
$1,250,000,  in  complete  liquidation  of  all  commitments  made  by  San 
Francisco  for  construction  and  maintenance  of  roads  and  trails  in 
Yosemite  National  Park  under  the  Raker  Act. 

The  Hetch  Hetchy  water  supply  and  power  project  was  financed 
through  the  following  bond  issues: 


1909 

1910 
1925 
l :r_-s 
1932 
1932 


4'/2% 
4Ms% 
5 % 


4^% 


Authorized 
$ 600,000 

45.000. 000 

10.000. 000 

24,000,000 

6,500,000 


Sold 

$ 600,000 

45.000. 000 

10.000. 000 

24,000,000 

1.152.000 

4.326.000 


Redeemed 
$ 600,000 
12,998,000 
1,000,000 


Outstanding 
June  30,  1933 

$32,002,000 

9,000,000 

24,000,000 

1.152.000 

4.325.000 


$86,100,000  $S5,077,000  $14,598,000  $70,479,000 


Construction  began  in  July,  1914,  and  the  power  system  became  oper- 
ative August  16,  1925. 

The  output  of  the  power  system  is  delivered  to  the  Newark  sub- 
station of  the  Pacific  Gas  and  Electric  Company,  which  acts  as  a dis- 
tributing agent  for  the  City  and  County  of  San  Francisco. 

The  operations  of  the  power  system  are  set  forth  in  the  following 
summary: 
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Fiscal  Year  Fiscal  Year  Aug.  16,  1925-  Average 
1932-33  1931-32  June  30,  1933  per  Year 

Power  sales $7,601,664.26  $5,454,763.62  $60,301,715.27  $8,106,962.60 

Less  Pacific  Gas 
and  Electric 

Co.,  Commission  5,429,665.77  3,830,218.76  43,419,765.73  5,837,353.30 

Power  sales, 

net  $2,171,998.49  $1,624,544.86  $16,881,949.54  $2,269,609.30 

Operating  ex- 
penses   335,376.22  451,465.92  3,211,915.66  431,809.95 


Interest  on  bond- 
ed debt  $ 737,383.50  $ 760,428.00  $ 6,434,473.50  $ 865,050.61 

Amortization  of 
bond  discount 

and  expense ... . 55,841.17  57,826.45  474,427.21  63,781.98 

Other  interest 46,225.12  6,214.50 


$ 793,224.67  $ 

818,254.45 

$ 6,955,125.83  $ 

935, 

,047.09 

Less  i n t ( 

3 r e s t 

earned  . . 

16,931.14 

27,090.86 

318,465.79 

42 

,814.54 

$ 776,293.53  $ 

791,163.59' 

$ 6,636,660.04  $ 

892, 

232.55 

Net  income 

before 

c o m p a r 

i s o n 

charges  .. 

$1,060,328.74  $ 

381,915.35 

$ 7,033,373.84  $ 

945, 

,566.80 

A summary  showing  funds  made  available  from  sales  of  bonds,  power 
system  earnings,  advances  from  other  funds,  and  their  disposition  as 
at  June  30,  1933,  follows: 

Funds  Made  Available 

Sales  of  bonds,  par  value $ 85,077,000.00 

Less  discount: 

Bond  discount  and  expense $ 1,637,329.75 

Bond  premium 1,321,686.43 

315,643.32 


Net  proceeds  of  bond  sales $ 84,761,356.68 

Power  operation  net  earnings $ 7,033,373.84 

Plus  depreciation  reserve 982,972.25 

8,016,346.09 

Advances  from  taxes  and  other  funds 20,850,483.76 


Total  funds  made  available $113,628,186.53 

Disposition  of  Funds 

Construction  cost $ 93,777,278.55 

Bond  redemption 14,598,000.00 

Cost  of  appraisal  of  Pacific  Gas  and 
Electric  Company  and  Great  West- 
ern Power  Company  properties  and 
preliminary  surveys  392,006.43 


Total  expenditures  108,767,284.98 


Balance,  consisting  of  cash,  accounts  receivable  and 

other  assets,  less  liabilities  and  reserves $ 4,860,901.55 
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Water  Department 

The  purchase  of  the  water  supply  system  and  other  assets  of  the 
Spring  Valley  Water  Company  was  financed  through  the  sale  of  bonds 
in  the  amount  of  $41,000,000.  The  bonds  were  dated  July  1,  1928;  in- 
terest rate  4 y2  per  cent;  maturities  at  the  rate  of  $1,000,000  per  year 
from  July  1,  1930  to  July  1,  1970,  inclusive.  The  acquisition  of  these 
properties  was  effected  as  of  March  3,  1930.  The  delay  in  consum- 
mating this  purchase  was  due  to  the  condition  of  the  bond  market 
which  made  it  impossible  to  sell  the  bonds  at  par  in  accordance  with 
the  Charter  requirements.  Failing  in  receipt  of  proper  bids  the  bonds 
were  offered  for  sale  “over  the  counter’’  until  December,  1929,  when 
the  Bank  of  Italy  made  an  acceptable  offer  which  enabled  the  purchase 
to  be  consummated  March  3,  1930. 

The  properties  included  in  the  purchase  comprised  lands  and  struc- 
tures situated  in  San  Francisco,  San  Mateo,  Alameda  and  Santa  Clara 
counties.  The  system  acquired  included: 

Land  (152  parcels)  62,611  acres. 

Impounding  reservoirs  (4)  capacity  62.3  billion  gallons. 

Distributing  reservoirs — capacity  134  million  gallons. 

Transmission  mains — 111  miles. 

Tunnels  and  flumes — 24  miles. 

Distributing  pipelines — 870  miles. 

Service  connections — 111,000. 

The  schedule  of  water  rates  in  effect  under  Spring  Valley  Water 
Company  ownership  has  been  continued  and  will  remain  in  effect  at 
least  until  June  30,  1934. 

A comparative  statement  of  Water  Department  operations  for  the 
fiscal  years  1932-33  and  1931-32  follows: 


Operating  revenue  $ 

Operating  expenses  

1932-33 

6,337,803.94 

1,893,670.93 

1931-32 

$ 6,548,800.39 

2,338,469.38 

Operating  revenue,  net $ 

Rentals  and  other  non-operating  ex- 
penses, net  of  non-operating 
revenues  

4,444,133.01 

344,824.46 

$ 4,210,331.01 

280,159.68 

Net  revenue  before  bond  interest... $ 
Bond  interest  

4,099,308.55 

1,710,000.00 

$ 3,930,171.33 
1,755,000.00 

Net  income  $ 

2,389,308.55 

$ 2,175,171.33 

The  net  earnings  of  the  Water  Department  from  March  3,  1930,  to 
June  30,  1933,  and  the  disposition  of  such  income  is  set  forth  in  the 
following  tabulation: 

Net  earnings: 


March  3,  1930,  to  June  30,  1930 $ 661,712.33 

Fiscal  year  1930-31 2,487,660.71 

Fiscal  year  1931-32 2,175,171.33 

Fiscal  year  1932-33 2,389,308.55 


$ 7.713.S52.92 

Adjustments  not  allocated  to  years.  104,587.46 


Net  earnings  as  adjusted $ 7,818,440.38 
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Brought  forward  $ 7,818,440.38 

Disposition: 

Bond  redemption  $ 3,000,000.00 

Contributions  to  general  fund 1,081,000.00 

Additions,  betterments,  etc 3,017,649.98 

7,098,649.98 


Unappropriated  surplus  June  30, 

1933  $ 719,790.40 


The  Water  Department  has  been  charged  with  $1,076,367.82  in  city 
and  county  taxes  since  March  3,  1930,  and  as  an  offset  thereto  has 
charged  regular  rates  for  water  supplied  to  city  departments. 

Municipal  Railway 

This  project  was  originally  financed  by  the  sale  of  $1,981,000  4 y2 
per  cent  bonds  dated  July  1,  1910. 

Operations  commenced  December  28,  1912,  with  ten  cars  running  on 
Geary  Street  from  Kearny  Street  to  Thirty-third  Avenue  and  Golden 
Gate  Park.  By  June  25,  1913,  the  project  was  in  full  operation,  with 
43  cars  running  from  the  Perries  to  Ocean  Beach  and  Golden  Gate 
Park. 

On  December  1,  1913,  bonds  in  the  amount  of  $3,500,000,  interest 
rate  5 per  cent,  were  issued  to  finance  extensions  of  the  system. 

This  enterprise  now  operates  234  cars  and  19  motor  busses  over 
83.62  miles  of  track  and  17.56  miles  of  bus  routes. 

The  results  of  its  operations  for  the  past  three  fiscal  years  are  set 
forth  in  the  following  summary: 


Revenues  

Expenses  

1932-33 

$2,820,600.08 

3,081,024.86 

1931-32 

$3,189,354.94 

3,348,247.07 

1930-31 

$3,437,177.74 

3,560,046.14 

Loss  from  operations 

$ 260,424.78 

$ 158,892.13 

$ 122,868.40 

Non-operating  revenues  

20,151.64 

18,987.20 

37,006.60 

Loss  before  bond  interests  240,273.14 

$ 139,904.93 

$ 85,861.80 

Bond  interest 

111,173.33 

120,718.33 

130,218.34 

Net  loss  before  comparison 

charges  

$ 351,446.47 

$ 260,623.26 

$ 216,080.14 

In  connection  with  the  foregoing  statement  it  is  necessary  to  point 
out  certain  facts  which  merit  consideration. 

During  the  above  three-year  period  the  Municipal  Railway  employed 
approximately  900  platform  men  at  rates  of  75  cents  per  hour  for 
motormen  and  conductors  and  80  cents  per  hour  for  bus  drivers.  These 
rates  are  paid  on  the  basis  of  an  8-hour  day,  with  time  and  one-half 
for  overtime. 

Commencing  May  1,  1933,  wages  were  reduced  in  accordance  with 
the  temporary  deductions  set  forth  in  Charter  Amendment  No.  1.  The 
wages  of  the  regular  men  after  making  such  temporary  deductions  will 
average  approximately  $140  per  month  for  an  8-hour  day,  or  about  70 
cents  per  hour  as  compared  with  wage  rates  of  42  to  50  cents  per 
hour  paid  by  the  Market  Street  Railway  Company.  If  the  Municipal 
Railway  paid  its  carmen  on  the  basis  of  the  50-cent  rate  it  would  re- 
duce its  operating  costs  approximately  $540,000  per  year. 

A bulletin  published  by  the  American  Transit  Association  on  Febru- 
ary 1,  1933,  states  that  the  average  rate  paid  to  carmen  by  85  com- 
panies at  that  date  was  53.26  cents  per  hour.  On  the  basis  of  a 9-hour 
day  this  amounts  to  about  $125  per  month. 
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A comparison  of  these  wage  rates  is  set  forth  in  the  following 
summary: 

Average 

Monthly 

Wages 


Municipal  Railway $140  8-hour  day 

Market  Street  Railway  Company 117  9-hour  day 

Average  of  85  companies 125  9-hour  day 


The  relative  merits  of  the  higher  wages  paid  to  the  Municipal  Rail- 
way carmen  will  not  be  discussed  in  this  report,  which  is  intended 
merely  to  present  the  facts. 

Another  item  of  considerable  importance  is  the  5-cent  rate  of  fare 
which  has  been  in  effect  ever  since  the  first  street  railway  has  oper- 
ated in  San  Francisco. 

A bulletin  published  by  the  American  Transit  Association  on  July 
1,  1933,  shows  the  following  rates  in  effect  in  various  cities  through- 
out the  United  States: 

Pacific  Coast: 

Range 


San  Francisco  5 

Oakland  10 

Los  Angeles  5-10 

Seattle  10 

Portland  10 

Eastern: 

New  York  5-8 

Chicago  7-10 

Boston  10 

Philadelphia  8-10 

St.  Louis  10 

Detroit 6-10 

Cleveland  10 


These  are  the  rates  charged  for  single  rides.  Tokens  may  be  pur- 
chased at  reduced  rates  in  some  of  these  cities. 

The  average  rate  of  carfare  throughout  the  United  States  is  slightly 
in  excess  of  8 cents. 

Considering  the  foregoing  it  is  apparent  that  the  value  of  5-cent 
fare  to  our  community  cannot  be  accurately  estimated. 

The  reduction  of  net  income  during  the  past  three  fiscal  years,  as 
hereinbefore  reported,  resulted  principally  from  general  business  de- 
pression. The  Municipal  Railway  has  shown  many  profitable  years 
since  its  inception,  as  is  evidenced  by  the  following  summary  showing 
the  results  of  operations  to  date,  and  the  yearly  average: 


Dec.  28,  1912 

to  Yearly 

June  30,  1933  Average 

Revenues  $ 55,628,306.33  $ 2,713,548.78 

Expenses  50,847,364.39  2,480,334.43 


Profit  from  operations $ 

Non-operating  revenue,  net 

4,780,941.94  $ 
765,302.76 

233,214.35 

37,331.46 

Profit  before  bond  interest $ 

Bond  Interest  

5,646,244.70  $ 
3,715,722.57 

270,545.81 

181,252.94 

Net  profit  before  comparison 
charges  $ 

1,830,522.13  $ 

89,292.87 

( 9 ) 


A summary  showing  funds  made  available  from  sales  of  bonds, 
earnings,  advances  from  the  general  fund,  and  their  disposition,  fol- 
lows: 

Funds  Made  Available 

Sale  of  bonds $ 

Premium  on  bonds  sold. 

Net  profit  from  Dec.  28, 

1912,  to  June  30, 

1933  $ 1,830,522.13 

Plus  depreciation 

reserve  5,244,286.69 


Advances  from  general 
fund  


Total  funds 
made  avail- 
able   $ 13,966,292.39 

Disposition  of  Funds 

Construction,  Improvements  and  Equipment: 

Financed  from  bond 

sales  $ 5,481,000.00 

Purchased  from 

earnings  4,386,559.32 

$9,867,559.32 

Bond  redemption  3,278,700.00 


Total  expendi- 
tures   $ 13,146,259.32 


Balance,  consisting  of 
cash,  materials  and 
supplies,  etc.,  less 
liabilities  and  re- 
serves   $ 820,033.07 


The  Municipal  Railway  has  stimulated  district  development,  thirty- 
two  miles  of  track  having  been  built  in  outlying  sections  and  equipped 
with  66  street  cars.  This  policy  has  resulted  in  an  increase  of  some 
$75,000,000  in  property  values  in  the  districts  so  developed,  which 
correspondingly  increased  the  tax  base  to  the  city  and  county  of 
San  Francisco. 


5,481,000.00 

26,000.38 


7,074,808.82 

1,384,483.19 


Municipal  Airport 

The  Municipal  Airport  is  located  at  Mills  Field,  San  Mateo  County, 
about  twelve  miles  south  of  the  Civic  Center. 

The  investment  for  this  project,  including  the  total  cost  of  the  land, 
is  as  follows: 


Land: 

Payments  made  to  June  30,  1933 $ 315,000 

Balance  payable  in  annual  installments  of  $105,000  per 

year  735,000 


Total  cost  of  land $ 1,050,000 

Buildings,  improvements  and  equipment 466,398 


$ 1,516,398 
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A summary  showing  the  results  of  operations  for  the  past  two  fis- 
cal years  follows: 


1932-33  1931-32 

Income: 


Rentals  $ 10,667.22  $ 13,441.58 

Other  2,129.42  1,334.15 

$ 12,796.64  $ 14,775.73 

Expenses  35,429.30  63,092.58 

Net  loss  $ 22,632,66  $ 48,316.85 


Savings  Under  New  Charter 

On  August  26,  1930,  there  was  elected  a board  of  fifteen  freeholders, 
with  power  to  draft  a new  charter,  and  on  January  8,  1932,  a new 
freeholders’  charter  replaced  that  of  1900.  This  revolutionized  the 
entire  system  of  San  Francisco  government,  for  it  is  a charter  of 
highly  centralized  authority,  and  its  most  striking  result  has  been  to 
promote  those  measures  that  have  resulted  in  keeping  San  Francisco 
solvent  and  allowing  us  to  cut  taxes  without  curtailing  municipal 
efficiency. 

San  Francisco’s  new  Charter  has  been  called  “the  Strong  Mayor 
Plan”;  it  made  the  Mayor  a real  executive  officer.  It  confined  the 
Board  of  Supervisors  to  purely  legislative  functions  and  reduced  its 
membership  from  eighteen  to  fifteen  and  will  as  at  January  8,  1934, 
further  reduce  its  membership  to  eleven.  It  prevented  the  legislative 
and  appropriating  body  from  continuing  as  the  expending  body,  and 
delegated  to  departments  and  commissions  the  expenditure  of  funds 
previously  appropriated.  It  concentrated  various  administrative  duties 
under  a new  official,  named  the  Chief  Administrative  Officer. 

The  granting  of  permits  and  licenses  has  been  placed  under  appro- 
priate departments. 

Centralization  of  Departments 

The  following  departments  and  offices  have  been  centralized  under 
the  jurisdiction  of  the  Chief  Administrative  Officer:  Public  Works, 

Public  Health,  Coroner,  County  Welfare,  Purchasing,  Real  Estate,  Elec- 
tricity, Horticultural  Inspection,  Weights  and  Measures,  Finance  and 
Records,  which  includes  the  following  offices:  Tax  Collector,  Regis- 

trar of  Voters,  Recorder,  County  Clerk,  Public  Administrator. 

Of  these,  officers  who  were  formerly  elected  and  who  are  now  ap- 
pointed, subject  to  civil  service  regulations,  are  the  Tax  Collector, 
Recorder,  County  Clerk,  Public  Administrator  and  Coroner.  Tenure 
of  office  of  those  hereafter  to  be  appointed  in  the  event  of  a vacancy, 
is  also  subject  to  Civil  Service  regulations. 

Still  elective,  as  under  the  old  Charter,  are  the  Assessor,  City  Attor- 
ney, District  Attorney,  Treasurer,  Sheriff  and  Public  Defender.  Charter 
provisions  are  set  up  for  the  removal  from  office  of  any  official  or 
employee  guilty  of  malfeasance  or  misfeasance  in  office.  Public  officials 
under  the  provisions  of  the  Charter  are  elected  without  party  desig- 
nation. 

The  Mayor's  Appointive  Powers 

The  Mayor  appoints  the  Chief  Administrative  Officer,  and  also  mem- 
bers of  the  various  commissions,  such  as  Fire,  Police,  Public  Utilities, 
Civil  Service,  Park  and  Library,  and  confirmation  thereof  is  not  re- 
quired. The  Mayor  also  appoints  a Controller  who  with  added  duties 
and  much  added  authority  is  successor  to  the  formerly  elected  Audi- 
tor, and  has  all  the  powers  and  duties  of  the  County  Auditor.  The 
Controller  also  performs  all  of  the  fiscal  administrative  duties  pre- 
viously performed  by  the  Board  of  Supervisors  and  its  Finance  Com- 
mittee. His  appointment  is  subject  to  approval  by  vote  of  the  Board 


( 11  ) 


The  Mayor’s  Appointive  Powers  (Continued) 

of  Supervisors.  The  Mayor  appoints  the  members  of  the  Board  of 
Education,  subject  to  approval  by  vote  of  the  people. 

Several  of  the  old  Charter  boards  have  been  abolished,  duplication 
of  power  or  authority  has  been  eliminated,  and  responsibility  defi- 
nitely placed  and  subject  to  supervision. 

Responsibility  Definitely  Placed 

The  three  officials  upon  whom  the  new  Charter  depends  for  its  execu- 
tive, administrative  and  fiscal  success  are  the  Mayor,  Chief  Adminis- 
trative Officer  and  Controller. 

It  may  be  seen  that  necessary  centralization  of  authority  has  thus 
been  effected. 

The  Purchaser  of  Supplies  purchases  for  all  departments  of  the  com- 
bined city  and  county  government,  including  the  School  Department 
and  Public  Utilities. 

* In  addition,  he  has  charge  of  central  storerooms  and  warehouses; 
central  garage  and  shops  for  the  repair  of  city  and  county  equipment. 
He  functions  under  a general  charter  enabling  act,  supported  by  an 
ordinance  of  procedure. 

We  evidence  no  duplication  of  authority,  no  duplication  of  officials 
or  independent  set-up  of  departmental  activities — all  being  concentrated 
under  the  one  control. 

Public  Utilities 

The  construction,  management,  supervision,  maintenance,  extension, 
operation  and  control  of  all  public  utilities  is  in  charge  of  and  under 
the  jurisdiction  of  the  Public  Utilities  Commission. 

The  chief  executive  of  the  Commission,  appointed  at  its  pleasure, 
is  the  Manager  of  Utilities.  Here  again  is  instanced  central  control 
and  authority.  Under  the  previous  Charter  these  major  activities  were 
widely  scattered  and  decentralized,  dual  authority  being  vested  in  both 
administrative  and  legislative  boards. 

The  results  have  justified  this  Charter  set-up  in:  First,  reduced 

costs  of  operation,  arid  second,  increased  profits,  which  reflect  reduc- 
tion in  the  tax  burden. 

Budgetary  Control 

Basic  in  our  new  system  is  the  centralized  and  specialized  methods 
of  accounting  and  budgetary  control.  The  new  Charter  makes  the  bal- 
ancing of  our  budget  mandatory.  We  operate  on  a strictly  cash  basis. 
We  are  not  permitted  to  have  any  annual  deficit.  Under  the  previous 
Charter,  deficits  were  carried  forward  over  a period  of  many  fiscal 
years.  Now  we  must  pay  as  we  go.  And  we  are  doing  it. 

A comparison  of  our  old  and  new  budgetary  methods  may  prove  in- 
teresting. Under  our  old  system  there  was  considerable  incorrect 
budgeting,  with  over-budgeting  of  our  miscellaneous  revenues.  Esti- 
mated expenditures  were  not  always  budgeted  in  their  entirety.  Un- 
budgeted, unexpended  appropriations  were  carried  forward  from  one 
fiscal  year  to  another.  Frequently  a number  of  appropriations  which 
should  have  been  anticipated  when  the  budget  was  adopted  were  not 
included,  and  money  was  expended  without  due  authority  and  without 
reference  to  revenue  expectancy.  Under  that  old  system  the  budget  did 
not  present  a complete  picture  of  all  our  estimated  receipts  and 
expenditures. 

Under  our  new  Charter  no  such  incorrect  methods  are  permitted. 
We  have,  as  designated,  “an  executive  budget,”  an  all-inclusive  budget, 
which  appropriates  all  estimated  receipts  and  all  estimated  expendi- 
tures, with  definite  restrictions  as  to  future  allotments. 

Controller  May  Revise  Allotments 

The  Controller  is  empowered  to  set  up  monthly  or  quarterly  allot- 
ments, as  he  may  determine,  and  it  is  incumbent  upon  him  to  revise 
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Controller  May  Revise  Allotments  (Continued) 

allotments  in  accordance  with  actual,  compared  to  estimated,  receipts, 
income  or  revenues. 

If  revised  estimates  indicate  a potential  shortage,  he  may  hold  in 
reserve  an  equivalent  amount  of  the  expenditure  appropriations,  or 
make  other  curtailments. 

After  the  allotment  schedule  has  been  established  or  fixed,  as  here- 
tofore provided,  it  shall  be  unlawful  for  any  department  or  officer  to 
expend  or  cause  to  be  expended  a sum  greater  than  the  amount  set 
forth  for  the  particular  activity  in  the  said  allotment  schedule  so 
established. 

Powers  of  Mayor  and  Supervisors  Over  Budget 

In  the  event  of  extraordinary  economic  conditions,  which  may  affect 
the  life,  health  or  welfare  of  its  citizens,  the  Mayor  and  Board  of  Su, 
pervisors  at  any  time  during  the  fiscal  year,  are  authorized  to  reduce 
and  re-allocate  budget  appropriations. 

The  fiscal  year  of  1932-33  offered  a very  definite  financial  problem 
and  a real  test  of  the  fiscal  provisions  of  our  Charter  which  provide 
“operation  on  a cash  basis.” 

The  revised  estimate  of  January  1,  1933,  indicated  the  following 


condition  in  the  revenues  of  1932-33: 

1.  Estimated  tax  delinquency $ 2,225,866  7.01% 

2.  Revenues  other  than  property  taxes  which 

would  not  be  received  until  after  June 

30,  1933  1,010,000  3.85% 

3.  Decrease  in  revenues  other  than  taxes 691,535  2.64% 

Total  $ 3,927,401 

Under  the  authority  heretofore  referred  to,  schedules  were  trans- 


mitted to  all  departments,  reducing  allotments  to  conform  to  the  re- 
vised estimate  of  revenues,  the  basis  of  reallotment  being  so  regulated 
as  to  effect  the  necessary  retrenchment  without  either  impairment  of 
service  or  interference  with  the  necessities  of  government. 

At  a later  date  these  allotments  were  again  revised  when  it  was  evi- 
dent that  the  tax  delinquency  would  be  less  than  that  anticipated  as 
at  January  1.  Final  tabulation  showed  tax  delinquency  of  5.37  per 
cent  and  the  decrease  in  revenues  other  than  taxes  4.4  per  cent. 


Reserve  Fund 

Your  attention  is  directed  to  this  specific  measure  which  not  only 
effected  economies,  but  tended  to  build  up  to  a Reserve  Fund  created 
by  Charter  amendment,  approved  November  of  last  year.  From  an 
accrued  General  Fund  deficit  of  $773,737  in  1931,  there  was  available 
for  transfer  to  the  Cash  Reserve  Fund  as  at  June  30,  1933,  $1,193,599. 

A comparison  of  current  fund  balances  at  the  end  of  the  past  three 
fiscal  years  may  be  enlightening: 

June  30,  1931  June  30,  1932  June  30,  1933 


General  Fund  $ 773.737.92f  $ 67,359.64  $ 1,326,676.14 

Schools 276,002.43  598,027.77  578,450  88 

Utilities 1,4S8,181.44  1,487,955.62  2,041,935.19 

Other  current  funds 279,639.16t  680,994.31  592,598.87 


$ 710,806.79  $ 2,834,337.34  *$  4,539,661.08 

•Prior  to  closing  to  Cash  Reserve  Fund, 
t Debit. 
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Current  Operation  Expense  Reduced 


The  comparative  budgets  for  the  years  1931-32,  1932-33,  and  1933-34 
show  net  budget  for  current  operations  has  been  reduced  during  the 
period  in  a total  of  $7,632,946,  as  follows: 


1931-32 

Fiscal  Years 
1932-33 

1933-34 

Total  Budget  

$ 65,375,096 

$ 63,972,943 

$ 55,019,902 

Deduct  Bond  Funds  

6,873,672 

5,666,700 

851,182 

$ 58,501,424 

$ 58,306,243 

$ 54,168,720 

Deduct  Receipts  by  Transfer... 

5,229,637 

7,139,314 

7,620,453 

Gross  Budget  for  Current  Opera- 
tions from  State  Subven- 
tions   

$ 3,664,803 

$ 3,700,165 

$ 6,503,239 

From  Miscellaneous  Reve- 
nues   

16,988,421 

15,604,502 

14,473,339 

From  Taxes  

32,618,563 

31,862,262 

25,571,689 

Total 

$ 53,271,787 

$ 51,166,929 

$ 46,548,267 

Deduct: 

Bond  Interest  and  Redemp- 
tion   

11,561,539 

11,788,167 

12,627,767 

Tax  Judgments  

250,830 

268,360 

94,028 

Net  Budget  for  Current  Opera- 
tions  $ 41,459,418  $ 39,110,402  $ 33,826,472 


Budget  Recommendations  'by  Departments 

Departments  must  submit  their  budget  recommendations  to  the 
Controller  by  the  first  of  March.  These  the  Controller  scrutinizes,  com- 
pares with  the  budgets  of  previous  years,  compiles  and  transmits  to 
the  Mayor  by  March  15.  Thereupon  the  Mayor  may  hold  public  hear- 
ings. The  Mayor  may  decrease  or  reject  any  item  or  group  of  items 
in  the  budget.  He  cannot  increase  any  budgetary  request  for  personal 
service,  materials,  supplies  or  contractual  service,  but  he  may  increase 
items  for  public  improvements  or  for  capital  outlays,  except  that  the 
budget  estimates  for  any  public  utility  shall  not  be  increased  by  the 
Mayor.  The  Mayor  must  submit  his  budget  recommendations  to  the 
Board  of  Supervisors  not  later  than  the  first  of  May.  The  Board  of 
Supervisors  has  power  similar  to  the  Mayor,  as  it  may  increase  or 
decrease  items  as  noted  above. 

Supervisors  Must  Adopt  Budged 

The  Supervisors  must  adopt  the  budget  not  later  than  the  first  of 
June.  The  fiscal  year  commences  on  the  first  of  July,  and  the  tax  rate 
must  be  sufficient  to  provide  for  all  budget  expenditures  and  outlays. 
The  budget  determines  the  tax  rate,  not  the  tax  rate  the  budget. 

Contemporaneous  to  the  budget,  an  annual  salary  ordinance  must 
be  prepared,  setting  forth  in  detail  all  employments,  classifications  and 
rates  of  compensation.  This  salary  ordinance  is  then  the  basis  for  pay 
rolls  which  are  subject  to  check  by  the  Civil  Service  Commission,  and 
the  Controller. 

Liabilities  incurred  and  expenditures  made  for  permanent  employ- 
ments shall  in  no  case  exceed  the  number  of,  and  the  salary  or  wage 
for,  employments  in  each  class  as  enumerated  in  the  annual  salary 
ordinance. 

Additional  employments  may  only  obtain  by:  First,  an  amendment 
to  the  salary  ordinance,  and  second,  by  supplemental  appropriation 
approved  by  the  Mayor  and  the  Controller  prior  to  approval  of  the 
Board  of  Supervisors. 


ROLLS,  TAX 
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Report  Upon 

Examination  of  Accounts  of  the 
Office  of  the  Controller 

For  the  fiscal  year  ended  June  30,  1933 


Lybrand,  Ross  Bros.  & Montgomery 

c Accountants  and  ^Auditors 
San  Francisco  Office 
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Lybrand,  Ross  Bros.  & Montgomery 

c Accountants  and  Auditors 

2 Pine  Street 
San  Francisco 

December  8,  1933. 

To  the  Honorable  Board  of  Supervisors, 

City  and  County  of  San  Francisco, 

San  Francisco,  California. 

Dear  Sirs: 

In  accordance  with  your  Resolution  No.  9021,  adopted  September  18, 
1933,  we  have  examined  the  accounts  of  the  office  of  the  controller  of 

the 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 
for  the  fiscal  year  ended  June  30,  1933. 

Annexed  we  submit  statements  setting  forth  the  financial  condition 
of  the  municipality  as  at  June  30,  1933,  and  its  revenues  and  expendi- 
tures for  the  fiscal  year  then  ended.  Included  in  these  statements  are 
separate  balance  sheets  and  income  and  surplus  accounts  of  the  muni- 
cipally owned  public  service  enterprises.  The  accounts  of  these  enter- 
prises are  now  under  examination  by  the  controller,  and  for  the  pur- 
poses of  this  report,  therefore,  we  have  stated  them  as  shown  by  their 
books. 

Scope  of  Examination — Section  66  of  the  Charter  provides  that  the 
controller  shall  audit  the  accounts  of  all  boards,  officers,  and  employees 
of  the  City  and  County  charged  in  any  manner  with  the  custody,  col- 
lection, or  disbursement  of  funds.  In  accordance  with  the  foregoing 
charter  provision,  the  accounts  of  the  treasurer’s  department  were 
verified  as  at  June  30,  1933,  by  the  controller.  Our  work  in  connection 
with  that  department  was,  therefore,  restricted  to  a review  of  the  re- 
port and  working  papers,  and  a reconciliation  thereof  with  the  related 
accounts  on  the  books  of  the  controller. 

As  previously  stated,  the  controller  has  not  yet  completed  his  exam- 
ination of  the  accounts  of  the  public  service  enterprises,  and  we  have, 
therefore,  accepted  them,  for  the  purposes  of  this  report,  as  shown  by 
the  books  of  these  units.  For  the  reasons  hereinafter  set  forth,  these 
accounts  are  kept  separately  and  do  not  appear  on  the  books  of  the 
controller. 

All  other  assets  and  liabilities  were  verified  by  us  as  at  June  30, 
1933,  except  that  our  examination  of  the  property  accounts  was  lim- 
ited to  a verification  of  the  recorded  additions  and  retirements  for 
the  year. 

Further,  in  accordance  with  the  terms  of  our  engagement,  we  made 
a general  review  and  test  check  of  the  recorded  revenues  and  expendi- 
tures. 

We  also  reviewed  the  procedure  in  effect  in  the  various  other  divi- 
sions of  the  controller’s  office,  such  as  the  pay  roll,  tax  redemption, 
and  social  service  divisions,  and  satisfied  ourselves  as  to  the  adequacy 
of  the  internal  check  with  respect  to  those  functions.  The  expert  to 
the  grand  jury  participated  in  the  foregoing  examinations. 

Subject  to  the  comments  contained  in  this  report,  we  are  of  the 
opinion  that  the  annexed  statements  set  forth  the  financial  condition 
of  the  City  and  County  of  San  Francisco  as  at  June  30,  1933,  and  its 
revenues  and  expenditures  for  the  fiscal  year  then  ended. 

Revenues  and  Expenditures — A condensed  summary  of  general  city 
and  county  revenues  and  expenditures  for  the  fiscal  year  ended  June 
30,  1933,  comparative  with  the  preceding  year,  follows: 
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REVENUES 


Fiscal  Years  Ended  June  30 
1933  1932 


Taxes  and  licenses $33,008,894.42 

State  subventions  3,691,618.50 

Departmental  revenues  1,184,109.68 

Interest  on  bank  deposits 276,483.03 

Rents  10,325.23 

Court  fines  95,224.67 

Contributions  from  Water  Department. . . . 808,000.00 


$34,192,210.70 

3,590,793.21 

1,333,551.70 

236,558.86 

11,378.11 

111,930.52 

273,000.00 


$39,074,655,53  $39,749,423.10 


EXPENDITURES 


Departmental  expenses  $28,333,951.49 

Bond  redemption  2,244,100.00 

Bond  interest  2,481,612.29 

Other  interest  97,162.38 

Pensions  and  compensation  insurance. ....  1,381,505.06 

Judgments  and  losses 305,050.37 

Publicity  and  advertising 176,014.51 

Contributions  to  public  service 
enterprises: 

Hetch  Hetchy  construction 1,701,132.17 

Municipal  Railway  384,575.02 

Additions  to  property  from  revenues 982,380.02 

Miscellaneous  133,012.53 


$28,935,668.02 

1,975,100.00 

2,322,499.29 

1,349,091.09 

268,413.58 

230,270.80 


2,050,967.78 

329,019.08 

2,643,521.51 

111,547.38 


$38,220,495.84  $40,216,098.53 


The  foregoing  summary  does  not  include  the  operations  of  the 
municipally  owned  public  service  enterprises,  which  are  stated  sepa- 
rately on  page  60  of  this  report. 

Section  64  of  the  charter  provides  that  these  public  service  enter- 
prises shall  keep  their  accounts  in  the  same  manner  as  privately 
owned  and  operated  utilities.  Since  the  general  city  and  county 
records  are  maintained  on  a municipal  basis,  it  was  considered  advis- 
able to  separate  them  from  the  accounts  of  the  public  service  enter- 
prises and  to  render  separate  statements  of  revenues,  expenditures,  and 
surplus. 

It  appears  that  the  tax  levy  of  $3.96  per  $100  of  assessed  valuation  for 
the  fiscal  year  ended  June  30,  1933,  was  insufficient,  by  approximately 
$385,000,  to  produce  the  revenues  from  taxes  required  for  general 
fund  purposes,  as  provided  in  the  annual  appropriation  ordinance, 
which  necessitated  a corresponding  reduction  by  the  controller  in 
appropriation  allotments. 

It  appears  also  that  the  basis  used  to  determine  the  levy  for  school 
funds  was  not  in  accordance  with  Act  No.  7519  of  the  General  Laws 
of  California,  which  provides  that  the  tax  rate  for  school  funds  shall 
be  determined  as  follows: 

“Deduct  ten  per  cent  from  the  equalized  value  of  the  last 
general  assessment  roll,  and  the  amount  required  to  be  raised 
divided  by  the  remainder  of  the  assessment  roll  is  the  rate  to 
be  levied.’’ 

The  tax  levy  for  school  funds  was  based  upon  the  general  assessment 
roll  without  first  deducting  the  ten  per  cent  provided  by  the  state 
law. 

The  controller  has  evidenced  to  us  that  this  condition  has  since 
been  corrected  and  that  the  foregoing  provisions  of  the  state  laws 
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have  been  complied  with  in  fixing  the  tax  rate  for  the  fiscal  year 
1933-34. 

In  connection  with  the  Employees’  Retirement  System,  provision 
was  not  made  for  policemen  and  firemen  in  the  1932-33  budget  beyond 
cash  requirements  for  prior  service  of  these  employees.  Full  com- 
pliance with  the  provisions  of  the  charter  would  have  required  an 
additional  levy  of  $735,055.64  for  this  purpose,  the  details  of  which 
are  set  forth  under  the  paragraph  “Employees’  Retirement  Fund’’ 
on  pages  26  and  27  of  this  report. 

The  controller  has  recorded  the  City  and  County’s  full  liability  to 
the  Employees’  Retirement  Fund,  notwithstanding  the  fact  that  the 
budget  did  not  include  the  amount  of  $735,055.64  heretofore  men- 
tioned for  policemen  and  firemen. 

In  connection  with  revenues  from  franchises,  reference  should  also 
be  made  to  our  comments  under  the  paragraph  “Accounts  Receivable” 
on  pages  20  and  21  of  this  report. 

In  accordance  with  the  amendment  to  Section  70  of  the  charter, 
approved  by  public  vote  April  11,  1933,  temporary  deductions  of  from 
3 to  20  per  cent  were  made  in  the  salaries  of  municipal  officers  and 
employees,  effective  May  1,  1933.  This  and  other  curtailments  have 
resulted  in  a net  reduction  of  $601,716.53  in  the  departmental  expenses 
for  1932-33,  as  compared  with  the  preceding  year. 


Proprietary  Balance  Sheet  Comments 

The  following  paragraphs  relate  to  various  items  appearing  on  the 
proprietary  balance  sheet,  and  further  indicate  the  scope  of  our 
examination: 

Cash — The  cash  in  the  custody  of  the  treasurer  as  at  June  30,  1933, 
was  verified  by  the  controller.  We  reviewed  the  working  papers  cover- 
ing this  verification  and  satisfied  ourselves  that  the  work  had  been 
properly  performed.  The  report,  which  is  now  in  preparation,  will 
state  that  the  treasurer  has  complied  with  Section  82  of  the  charter, 
which  regulates  the  receipt,  custody,  and  deposit  of  funds. 

Accounts  Receivable — A summary  of  taxes  and  assessments  receivable 
follows : 


Delinquent  taxes: 

Unsecured  Secured  Total 

1932-33  $344,247.23  $1,363,331.77  $1,707,579.00 

1931-32  23,346.07  350,219.24  373,565.31 

1930-31  24,117.35  121,011.33  145,128.68 

1929-30  70,350.82  70,350.82 

1928-29  and  prior  30,168.61  30,168.61 


$391,710.65  $1,935,081.77 


Total  delinquent  taxes  $2,326,792.42 

Penalties,  costs,  and  interest  on  delinquent 

taxes  244,957.18 


$2,571,749.60 

400,000.00 
$2,171,749.60 

Assessments,  special  and  trust: 

Sunset  Tunnel  $ 161,726.03 

Twin  Peaks  Tunnel 8.74  161,734.77 

$2,333,484.37 


Less,  allowance  for  losses  on  un- 
secured personal  property  taxes, 
and  penalties,  costs,  and  interest 
thereon  


Total  taxes  and  assessments  receivable. 


The  foregoing  receivables  were  verified  by  reference  to  the  tax  records 
and  by  a survey  of  the  internal  procedure  with  respect  to  tax  col- 
lections. 

Delinquent  taxes,  penalties,  costs,  and  interest  amounted  to 
$2,571,749.60  as  at  June  30,  1933,  as  compared  with  $1,353,315.84  as  at 
June  30,  1932.  On  the  basis  of  estimates  supplied  by  the  manager  of 
the  delinquent  revenue  department,  an  allowance  of  $400,000  for  uncol- 
lectible taxes  has  been  provided. 

The  amount  of  $244,957.18,  shown  in  the  foregoing  summary  for 
penalties,  costs,  and  interest  on  delinquent  taxes,  is  subject  to  the 
provisions  of  Section  3817  of  the  Political  Code  of  the  State  of  Califor- 
nia, which  reads,  in  part,  as  follows: 

“In  all  cases  where  real  estate  has  been  sold  to  the  State 
on  or  before  September  6,  1933,  for  delinquent  taxes,  the  per- 
son whose  estate  has  been  sold  shall  at  any  time  on  or  before 
April  20,  1934,  have  the  right  to  redeem  such  property  by  pay- 
ing the  amount  of  taxes  due  thereon  with  interest  at  the  rate 
of  seven  per  cent  per  annum  computed  from  July  1,  1932,  ex- 
cept that  interest  on  taxes  for  the  fiscal  year  1932-33  shall  be 
computed  from  July  1,  1933.  The  provisions  of  this  section 
shall  be  deemed  to  allow  the  redemption,  free  from  the  pay- 
ment of  any  costs,  interest  (except  as  hereinbefore  provided), 
penalties  for  delinquency,  or  redemption  penalties  which  may 
have  accrued  on  or  before  April  20,  1934.” 


The  Act  also  provides  that,  subject  to  certain  conditions,  one-tenth 
of  the  delinquent  taxes  may  be  paid  each  year,  but  the  property  must 
be  redeemed  on  or  before  April  20,  1938. 

Revenues  accrued  consist  of  the  following: 


State  subventions: 

County  roads  $377,382.04 

Orphans  and  half  orphans  74,434.38 

Widows’  pensions  54,431.31 

Tubercular  patients  33,196.72 

Needy  blind  19,574.58 

Needy  aged  90,564.73 

Fire  boats  18,563.46 


$ 668,147.22 


Franchise  revenues: 

Pacific  Telephone  & Telegraph  Company  .$181,000.00 

Market  Street  Railway  Company 58,500.00 

California  Street  Cable  Railroad  Company  1,750.00  241,250.00 


Interest  accrued  on  investment  bonds 
Other  accrued  revenues,  estimated 


210,175.20 

5,000.00 


$1,124,572,42 


The  amounts  receivable  for  state  subventions  are  in  agreement  with 
copies  of  claims  on  file  against  the  state  and/or  subsequent  collections. 

Franchise  revenues  were  verified  by  reference  to  the  supporting 
data  on  file. 

As  indicated  by  the  controller  in  his  letter  of  January  26,  1933, 
addressed  to  the  city  attorney,  the  franchise  of  the  California  Street 
Cable  Railroad  Company  expired  February  17,  1929,  and  the  last  pay- 
ment received  from  that  company  covered  franchise  taxes  for  the 
calendar  year  1928. 

The  controller  reported  to  your  honorable  board  under  date  of 
June  14,  1933,  with  reference  to  franchise  taxes  due  from  the  Market 
Street  Railway  Company  for  the  calendar  year  1932.  According  to 
this  report,  the  total  transportation  revenues  for  1932  amounted  to 
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$7,755,944.91,  of  which  amount  the  company  reported  $2,156,682.25 
as  taxable  by  the  City  and  County,  claiming  the  remainder  tax-exempt 
for  the  reason  that  it  was  earned  on  lines  operating  under  franchises 
which  do  not  provide  for  the  payment  of  franchise  tax. 

The  controller  issued  a report  under  date  of  January  31,  1933, 
covering  revenues  reported  by  the  San  Francisco  Electric  Protective 
Company  for  the  calendar  year  1932.  This  company,  which  appears  to  he 
affiliated  with  the  American  District  Telegraph  Company,  operates  a 
system  of  electrical  signal  boxes  for  police  and  fire  protection. 

The  American  District  Telegraph  Company  tendered  its  cheque  for 
$35.25  in  payment  of  the  reported  franchise  tax  liability  of  the  San 
Francisco  Electric  Protective  Company  for  the  calendar  year  1932, 
which  cheque  is  now  being  held  by  the  controller,  pending  an  opinion 
from  the  city  attorney  with  respect  to  the  franchises  of  the  two 
companies.  The  remittance  of  $35.25  represents  a franchise  tax  com- 
puted upon  less  than  one  per  cent  of  the  gross  revenues  of  both 
companies. 

We  understand  that  the  controller  is  now  investigating  the  Pacific 
Telephone  & Telegraph  Company’s  liability  to  the  City  and  County  of 
San  Francisco  for  franchise  taxes  for  the  two  years  ended  Septem- 
ber 30,  1933. 

Other  accounts  receivable  are  herewith  summarized: 


General  City  and  County: 


Balance  of  Federal  Emergency  Relief  Funds  (June 

1933  quota)  .' $ 87,329.86 

Due  from  State  Harbor  Commission,  account  construc- 
tion of  Third  Street  Bridge 22,454.95 

Due  from  State  of  California,  traveling  expenses 48.37 


$109,833.18 

Public  Service  Enterprises  761,443.32 


$871,276.50 


Investment  Bonds — A summary  follows: 

Employees’  Retirement  Fund: 

Government  and  municipal: 

Par  Values 

City  and  County  of  San  Francisco.  .$2,648,200.00 


East  Bay  Municipal  Utility  District  1,134,000.00 

State  of  California  992,000.00 

City  of  Sacramento  416,000.00 

U.  S.  Government,  4th  Liberty  Loan  400,000.00 

Marin  Municipal  Water  District...  393,000.00 

City  of  Richmond  279,000.00 

City  of  Stockton  251,000.00 

Other  Northern  California  munici- 
palities and  school  districts...  1,609,600.00 


Book  Values 
$2,707,369.77 
1,223,082.51 
1,050,911.75 
457,731.06 
440,487.33 
416,650.38 
303,674.68 
274,535.51 

1,696,358.60 


$8,122,800.00 

$8,570,801.59 

Public  Utilities  

2,730,500.00 

2,779,911.42 

Railroads  

819,100.00 

807,147.79 

Total  Employees’ 

Retirement 

Fund  

$11,672,400.00 

$12,157,860.80 

Bequest  Funds  

94,000.00 

96,081.09 

$11,766,400.00  $12,253,941.89 
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These  securities  are  kept  in  the  joint  custody  of  the  controller  and 
the  treasurer.  The  controller  verified  the  existence  of  the  bonds 
and  the  regular  collection  of  interest  coupons.  Since  the  bonds  were 
purchased  for  investment,  we  have  not  attempted  to  determine  their 
market  values.  It  is  noteworthy  that  none  of  the  bonds  were  in  de- 
fault as  to  principal  or  interest. 

In  accordance  with  Section  159  of  the  charter,  the  Retirement  Board 
has  exclusive  control  of  the  administration  and  investment  of  the 
funds  of  the  Retirement  System. 

Properties — A summary  of  the  general  city  and  county  property 
accounts  is  shown  on  pages  42  and  43  of  this  report. 

We  examined  vouchers  for  the  major  additions  to  these  accounts 
during  the  year  and  found  that  they  represented  proper  capital 
charges.  However,  we  noted  that  retirements  were  not,  in  all  cases, 
properly  accounted  for,  and  it  appears,  therefore,  that  the  property 
accounts  are  overstated,  in  that  they  reflect  an  accumulation  of  capital 
additions,  generally  without  deductions  for  retirements  other  than 
credits  for  proceeds  of  sales  and  trade-in  allowances  on  additional 
equipment  purchased. 

At  the  present  time,  there  is  no  complete  record  showing  in  detail 
costs  of  land,  buildings,  structures  and  improvements,  and  equipment, 
which  is  in  agreement  with  the  property  accounts  in  the  general  ledger. 

Section  94  of  the  charter  reads  as  follows: 

“The  director  of  property  shall  maintain  complete  records 
and  maps  of  all  real  property  owned  by  the  city,  which  shall 
show  the  purchase  price,  if  known,  and  the  department  in 
charge  of  each  parcel,  with  reference  to  deeds  or  grants  estab- 
lishing the  city’s  title. 

“He  shall  annually  report  to  the  mayor,  the  controller,  the 
chief  administrative  officer,  and  the  supervisors,  the  esti- 
mated value  of  each  parcel  and  improvement.  He  shall  make 
recommendations  to  the  mayor  and  chief  administrative  officer 
relative  to  the  advantageous  use,  disposition,  or  sale  of  real 
property  not  in  use.” 

Section  88  of  the  charter  reads,  in  part,  as  follows: 

“The  purchaser  of  supplies  shall,  under  the  supervision  of 
the  controller,  maintain  an  inventory  of  all  material,  supplies 
and  equipment  purchased  for  and  in  use  in  all  departments 
and  offices  of  the  city  and  county.  He  shall  be  responsible  for 
the  periodic  check  of  such  property.” 

We  recommend  that  the  director  of  property  and  the  purchaser  of 
supplies  maintain  records  in  the  controller’s  department,  showing, 
in  detail,  land,  buildings,  structures,  improvements,  and  equipment, 
with  their  respective  costs,  the  total  of  which  should  be  in  agreement 
with  the  property  accounts  in  the  general  ledger. 

Insurance  is  not  carried  on  city  and  county  buildings,  structures, 
or  equipment. 

Deferred  Charges — A summary  follows: 


Employees’  Retirement  System  $1,380,995.08 

Land  purchase  commitments  1,097,036.44 

Other  commitments  1,679.629.60 

Judgments 245,809.25 

Materials  and  supplies  833,480.58 

Other 3,373,021.20 


$8,609,972,05 


The  item  of  $1,380,995.08,  relating  to  Employees’  Retirement  System, 
explained  in  a subsequent  paragraph  in  this  report,  is  offset  by  an 


interfund  account  payable  in  the  same  amount,  and  will  be  absorbed 
when  the  expenditures  are  made. 

Land  purchase  and  other  commitments  are  herewith  detailed: 

U«f9™ 

$ 735,000.00 
167,474.44 
91,000.00 

76.895.00 

26.667.00 


$1,097,036.44 


$ 


150,000.00 


======= 

These  deferred  charges  will  be  transferred  to  the  property  accounts, 
expenditures,  etc.,  as  and  when  the  payments  are  made. 

Materials  and  supplies  include  the  following: 

General  City  and  County: 

Fire  department  

Health  department  

School  department  

Recreation  department  . . . 

Central  warehouse  

Board  of  Public  Works  . . 

Department  of  Electricity 
De  Young  Museum  


$ 74,783.46 
5,001.80 
. 67,239.15 

9,168.75 

24.073.82 

56.895.83 
7,505.51 
7,312.39 


370,621.36 

390.000. 00 
21,612.68 

123,707.87 

423,687.59 

200.000. 00 


Purchase  Price 

Land  purchase  commitments: 

Municipal  airport  $1,050,000.00 

Fleishhacker  playground  240,000.00 

Leavenworth  Street  extension  323,200.00 

Odd  Fellows’  cemetery  76,895.00 

Sigmund  Stern  Recreation  Grove 40,000.00 


Other  commitments: 

Voting  machines  purchase  $1,505,300.00 

Bay  Bridge  bond  purchase  (Series  A).  390,000.00 

Merry-go-round  purchase  31,834.90 

Uncompleted  contracts  


Joint  Highway  Districts  Nos.  9 and  10. 
El  Camino  Real  (Daly  City  bottleneck). 
Contribution  to  Sunnyvale  dirigible  air 
base 


Public  Service  Enterprises 


Physical  inventories  of  the  general  city  and  county  materials  and 
supplies  were  taken  as  at  June  30,  1933,  and  the  books  adjusted 
thereto. 

Accounts  Payable — A summary  of  accounts  payable  follows: 


Public  Service  General  City 
Total  Enterprises  and  County 

Warrants  outstanding  $1,776,352.61  $ 339,559.97  $1,436,792.64 

Accrued  bond  interest  3,493,900.63  2,502,014.79  991,885.84 

Other  accounts  payable  2,280,145.83  437,152.92  1,842,992.91 


$7,550,399.07  $3,278,727.68  $4,271,671.39 

We  verified  the  general  city  and  county  outstanding  warrants  by 
reference  to  the  warrant  registers,  which  we  found  to  be  in  agreement 
with  the  controlling  account  in  the  general  ledger. 

Bond  interest  accrued,  general  city  and  county,  was  verified  by 
reference  to  outstanding  bonds  of  the  various  issues,  and  by  a review 
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of  the  records  of  matured  coupons  not  yet  presented  for  payment. 

Other  accounts  payable  represent  various  obligations  incurred  for 
services  rendered  prior  to  June  30,  1933,  for  which  warrants  had  not 
yet  been  issued. 


Bonded  Indebtedness — We  verified  the  changes  in  bonded  indebted- 
ness for  the  fiscal  year  ended  June  30,  1933,  as  herewith  summarized: 


Total 

Outstanding  June  30,  1932 $161,906,200 

Sold  during  year 7,963,000 


Public  Service 
Enterprises 
$112,707,900 
424,000 


General  City 
and  County 

$49,198,300 

7,539,000 


Redeemed  during  year 

$169,869,200 

4,792,700 

$113,131,900 

2,450,600 

$56,737,300 

2,342,100 

Outstanding  June  30,  1933. . 

.$165,076,500 

$110,681,300 

$54,395,200 

Bonds  authorized  but  not  issued  as  at  June  30,  1933,  amounted  to 
$3,594,000,  as  follows: 

General  City  and  County: 

Authorized 

Issued 

Unissued 

Sewer,  1-1-29  

Relief,  9-1-32  

..$2,200,000 
. . 6,500,000 

$1,809,000 

4,320,000 

$ 391,000 
2,180,000 

Public  Service  Enterprises: 

$2,571,000 

Hetch  Hetchy  Water,  6-1-32 

. . 6,500,000 

5,477,000 

1,023,000 

Total  authorized,  but  not  issued $3,594,000 


The  unissued  Sewer  bonds  were  in  the  custody  of  the  treasurer  and 
were  verified  by  the  controller.  We  understand  that  these  bonds  will 
not  be  sold,  since  no  additional  funds  are  required  for  the  project  for 
which  the  bonds  were  authorized.  We,  therefore,  recommend  that  the 
bonds  be  voided  by  the  treasurer  and  delivered  to  the  controller. 

The  Relief  and  Hetch  Hetchy  Water  bonds  had  not  been  printed,  nor 
the  interest  rates  thereon  determined  as  at  June  30,  1933. 

Sections  103  and  104  of  the  charter  provide  that  the  bonded  debt, 
exclusive  of: 

(a)  Debt  incurred  for  the  purpose  of  financing  public  improvements, 
the  cost  of  which  is  to  be  assessed  against  private  property  benefited 
thereby ; 

(b)  Debt  incurred  for  water  supply,  storage,  or  distribution  pur- 
poses; 

(c)  Debt  heretofore  incurred  in  aid  of  the  Panama-Pacific  Interna- 
tional Exposition; 

shall  not  exceed  12  per  cent  of  the  assessed  value  of  all  real  and  per- 
sonal property  in  the  City  and  County,  subject  to  taxation  for  City  and 
County  purposes. 

The  bonded  debt  subject  to  the  12  per  cent  charter  limit  as  at  June 
30,  1933,  determined  in  accordance  with  the  provisions  of  the  fore- 
going sections,  was  as  follows: 

Bonded  debt  June  30,  1933 

Less,  bonded  debt  to  which  the  12  per  cent 

limit  does  not  apply: 

Hetch  Hetchy  $70,479,000 

Spring  Valley  38,000,000 

Exposition  1,201,000 


Bonded  debt  subject  to  the  12  per  cent 
limit  $ 55,396,500 


$165,076,500 


109,680,000 
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The  roll  of  March  6,  1933,  for  the  fiscal  year  1933-34,  shows  assessed 
values  of  $974,440,728  subject  to  taxation  for  City  and  County  purposes. 
These  values  include  the  following  assessed  valuations  of  intangible 
property: 

Solvent  credits,  which  are  taxable  at  the  rate  of  10  cents 

per  $100  of  assessed  valuation $115,555,468 

Stocks  and  bonds,  which  are  taxable  at  the  rate  of  20  cents 

per  $100  of  assessed  valuation 111,851,888 


Total  intangible  property $227,407,356 


The  tax  rate  on  tangible  real  and  personal  property  is  $3.48  per 
$100  of  assessed  valuation. 

From  the  foregoing  it  will  he  seen  that  the  bonded  debt  subject  to 
the  charter  limit  represents  approximately  5%  per  cent  of  the  assessed 
value  of  taxable  property  as  compared  with  the  charter  limit  of  12 
per  cent. 

An  election  was  held  November  7,  1933,  at  which  bond  issues  were 
approved  to  finance  public  works  projects,  as  follows: 


Water  supply  system  extension $12,095,000 

O’Shaughnessy  Dam  elevation  3,500,000 

Sewers  and  sewage  disposal  plants 2,625,000 

Fire  protection  system  extension 2,000,000 

Airport  runway  extension  260,000 


$20,480,000 


These  propositions  were  voted  on  the  basis  that  the  Federal  Govern- 
ment would  make  a grant  to  the  City  and  County  of  San  Francisco 
of  not  less  than  30  per  cent  of  the  cost  of  labor  and  materials  employed 
on  the  projects. 

As  a matter  of  general  information,  we  submit  the  following  tabula- 
tion, giving  effect  as  at  June  30.  1933,  to  the  issuance  of  the  bonds 
voted  November  7,  1933,  and  the  Relief  bonds  authorized  but  not  issued, 
showing  the  effect  of  these  additional  issues  on  the  legal  bonded  debt 
limit: 

Legal  bonded  debt  limit: 

12  per  cent  of  assessed  valuation  of 
$974,440,728  shown  by  tax  roll  of 

March  6,  1933  $116,932,000 

Deduct : 

Bonds  outstanding  June  30,  1933,  subject 

to  12  per  cent  limit $55,396,500 

Authorized  bonds  unissued: 

Relief 2,180,000 

N.  R.  A.  projects  subject  to  12  per 
cent  limit: 

Sewers  2,625,000 

Fire  protection  system  2,000,000 

Airport  runway  260,000  62,461,500 


Margin  of  bonded  debt  with- 
in charter  limit $ 54,470,500 


In  connection  with  our  verification  of  bonded  indebtedness,  we 
noticed  that  redeemed  bonds  and  coupons  accumulated  during  the 
course  of  time  had  reached  considerable  proportions. 

Bill  No.  9555,  Ordinance  No.  9141,  authorizes  the  destruction  of  use- 
less papers  after  five  years  from  date  of  receipt  thereof. 

We  recommend  that  redeemed  bonds  and  coupons  be  destroyed  in 
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accordance  with  the  foregoing  authorization,  such  action  to  be  evi- 
denced by  a certificate,  which  would  constitute  a more  convenient  record 
than  now  exists. 

Liability  for  Special  and  Trust  Funds — The  status  of  the  trust  funds 
is  set  forth  in  the  special  and  trust  funds  balance  sheet  on  pages  51  to  56 
of  this  report. 

We  reviewed  the  controller’s  report  to  the  mayor  covering  his  audit 
of  the  Robinson,  Windel  and  Olsen  Bequest  Funds  for  the  two  years 
ended  December  31,  1932,  and  also  reviewed  the  terms  of  the  other 
trusts,  and  while  we  did  not  audit  them  in  detail,  it  is  our  opinion 
that  the  funds  have  been  properly  administered. 

Cash  and  securities  pertaining  to  the  trust  funds  were  verified  by  the 
controller. 

Employees ’ Retirement  Fund — The  books  of  this  fund  show  a claim 
against  the  City  and  County  of  San  Francisco  in  the  amount  of 
$1,380,995.08,  in  accordance  with  Sections  166  and  169  of  the  charter,  for 
which  the  City  made  no  provision  in  the  annual  budget,  as  follows: 

Policemen  (Current  Service) 

Computed  amount  in  excess  of  current  contributions  of 
$2.00  per  month,  made  by  policemen,  required  to  meet 
the  current  pro  rata  of  future  pensions  of  policemen 
who  became  members  of  the  retirement  system  on 
January  8,  1932  $ 198,582.57 

Firemen  (Current  Service) 

Computed  amount  required  to  meet  the  current  pro  rata 
of  future  pensions  of  firemen  who  became  members  of 
the  retirement  system  on  January  8,  1932,  and  who  con- 
tribute nothing  to  the  fund 536,473.07 


Current  service  not  provided  in  1932-33  budget.. $ 735,055.64 
Accrued  interest  on  above 13,515.24 

$ 748,570.88 

Policemen  (Prior  Contributions) 

Policemen’s  contributions  of  $2.00  per  month  to  pension 
fund  prior  to  January  8,  1932,  including  accrued  in- 
terest   $ 632,424.20 


$1,380,995.08 


Under  the  present  charter,  which  became  effective  January  8,  1932, 
policemen  and  firemen  became  members  of  the  Employees’  Retirement 
System  on  that  date.  The  payments  for  policemen’s  and  firemen’s 
pensions  and  death  benefits  had  theretofore  been  handled  directly  by 
the  City  and  County,  and  had  no  connection  with  the  Employees’  Re- 
tirement System.  The  funds  against  which  these  payments  were 
charged  showed  the  following  deficits  as  at  June  30,  1933: 


Police  Relief  and  Pension  Fund $103,235.58 

Firemen’s  Relief  and  Pension  Fund 171,298.90 


In  addition  to  the  liability  of  $1,380,995.08  heretofore  mentioned, 
there  also  exists  a deferred  liability  of  undetermined  amount  for  prior 
service  of  the  policemen  and  firemen  who  became  members  or  bene- 
ficiaries of  the  retirement  system  on  January  S,  1932.  This  is  cov- 
ered by  Section  160  of  the  charter,  which  reads,  in  part,  as  follows: 
“Liabilities  accruing  under  the  retirement  system  because 
of  service  rendered  to  the  city  and  county  by  persons  prior 
to  the  date  their  respective  classes  become  eligible  for  mem- 
bership in  the  system,  and  administrative  costs  under  the  sys- 
tem, shall  be  met  by  contributions  to  the  retirement  system 
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by  the  city  and  county,  in  addition  to  any  amounts  contributed 
to  meet  liabilities  accruing  because  of  service  rendered  by  such 
persons  after  becoming  members  of  the  system,  provided  that 
such  prior  service  liabilities  may  be  met  by  annual  appropria- 
tions instead  of  by  one  appropriation  for  the  total  amount  of 
the  liabilities.” 

A statement  of  assets  and  liabilities  of  the  Employees’  Retirement 
System  as  at  June  30,  19'33,  is  shown  on  pages  62  and  63  of  this  report. 
Our  engagement  did  not  contemplate  an  audit  of  the  accounts  of  the 
Employees’  Retirement  System  and  we  are  including  this  statement 
prepared  from  its  books  merely  as  a matter  of  general  information. 

Other  Liabilities — These  consist  of  unmatured  obligations  in  con- 
nection with  land  purchases  and  other  commitments,  also  judgments 
against  the  City  and  County,  principally  for  taxes  illegally  assessed. 
The  details  are  set  forth  in  a preceding  paragraph  commenting  upon 
deferred  charges. 

We  verified  these  liabilities  by  reference  to  agreements  on  file  and 
other  data. 

The  funds  for  payment  of  these  liabilities  will  have  to  be  provided 
by  tax  levy  in  the  years  in  which  the  obligations  mature. 

Deferred  Credits — A summary  of  the  deferred  credits  follows: 


General  City  and  County: 

Employees’  Retirement  Fund  $1,380,995.08 

Taxes  collected  for  1933-34  1,475,087.10 

Deposits  251.00 


$2,856,333.18 

Public  Service  Enterprises  2,835,930.70 


$5,692,263.88 


The  item  of  $1,380,995.08,  relating  to  the  Employees’  Retirement 
Fund,  is  offset  by  an  interfund  account  receivable  in  the  same  amount. 
When  collected,  the  amount  will  be  recorded  as  income  of  the  fund. 

Taxes  collected  for  1933-34  represent  taxes  on  unsecured  personal 
property  collected  by  the  assessor,  and  will  be  credited  to  revenues  of 
that  fiscal  year. 


Funding  Balance  Sheet  Comments 

Fund  accounts  reflect  available  cash  and  other  resources,  appropria- 
tions, encumbrances,  and  expenditures  therefrom,  transfers  of  unen- 
cumbered balances  of  appropriations  authorized  by  Section  77  of  the 
charter,  interdepartmental  service  transfers,  borrowings  between  funds 
as  authorized  by  Section  81  of  the  charter,  and  unappropriated  bal- 
ances of  funds. 

A summary  of  the  funding  balance  sheets,  with  detailed  statements 
showing  the  status  of  the  various  funds,  will  be  found  on  pages  44  to  56 
of  this  report. 

The  following  funds  showed  deficits  as  at  June  30,  1933: 


Auditorium  $168,183.47 

Firemen’s  Relief  and  Pension  171,298.90 

Police  Relief  and  Pension 103,235.58 


$442,717.95 


These  deficits  were  incurred  prior  to  January  8,  1932,  at  which  date 
the  present  charter  became  effective. 

The  controller,  in  his  annual  report  to  the  mayor  and  board  of 
supervisors  for  the  fiscal  year  ended  June  30,  1933,  refers  to  the  deficit 
of  $168,183.47  in  the  Auditorium  Fund  and  calls  attention  to  the  bal- 
ance of  $98,402.01  in  the  General  Fund  for  1931-32,  represented  by 
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delinquent  taxes  and  other  resources  which,  when  realized,  will  be 
applied  to  the  reduction  of  this  deficit. 

The  controller  has  made  no  recommendation  with  respect  to  the 
deficits  in  the  Firemen’s  and  Police  Relief  and  Pension  Funds. 

Section  80  of  the  charter,  as  amended  by  public  vote  November  8, 
1932,  reads  in  part  as  follows: 

"Unused  and  unencumbered  appropriations  or  unencumbered 
balances  existing  at  the  close  of  any  fiscal  year,  exclusive  of 
revenue  or  money  required  by  law  to  be  held  in  specific  funds, 
or  to  be  devoted  exclusively  to  specified  purposes  other  than 
annual  appropriations,  shall  be  transferred  by  the  controller, 
at  the  closing  of  such  fiscal  year,  to  a ‘cash  reserve  fund’  which 
is  hereby  created  and  which  may  be  used  only  in  the  manner 
authorized  by  Section  81  of  this  charter.” 

The  cash  reserve  fund  was  created  in  accordance  with  Section  81 
of  the  charter,  which  was  also  amended  by  public  vote  November  8, 
1932,  to  read  in  part  as  follows: 

“Said  fund  shall  be  used  exclusively  (1)  for  the  payment 
in  any  fiscal  year  of  legally  budgeted  expenditures  for  such 
year  in  anticipation  of  the  collection,  after  the  close  of  such 
fiscal  year,  of  legally  collectible  taxes  and  other  revenues  as  set 
forth  in  the  budget  and  the  appropriation  ordinance  for  such 
fiscal  year,  and  (2)  for  paying  that  portion  of  the  authorized 
expenses  of  the  City  and  County  for  any  fiscal  year,  which,  as 
certified  to  said  Board  by  the  Controller,  becomes  due  and 
payable  and  must  be  paid  prior  to  the  receipt  of  tax  payments 
for  such  fiscal  year.” 

The  cash  reserve  fund,  as  at  June  30,  1933,  had  a balance  of 
$970,699.55,  represented  by  interfund  accounts  receivable  which  will  be 
liquidated  through  collection  of  taxes  and  other  accrued  revenues. 

We  reviewed  the  appropriation  ledgers  and  determined  that  the  ap- 
propriations recorded  therein  had  been  set  up  in  accordance  with  the 
annual  appropriation  ordinance  and  subsequent  appropriations. 


General  Comments 

Surety  Bonds — We  inspected  the  surety  bonds  covering  the  various 
officers  of  the  City  and  County  and  found  that  the  charter  provisions 
had  been  complied  with. 

Ordinance  No.  4.041,  approved  May  31,  1933,  enacted  thereunder 
provides  for  additional  surety  bonds.  In  this  connection  we  ascer- 
tained that  many  of  the  bonds  had  not  been  executed.  The  purchaser 
of  supplies  stated  that  there  was  some  doubt  regarding  the  legality 
of  placing  this  insurance  without  securing  bids  thereon  and  that  the 
execution  of  the  bonds  had  been  delayed  pending  a determination 
thereof. 

All  surety  bonds  on  file  have  been  approved  by  the  controller  in 
accordance  with  the  foregoing  ordinance.  The  basis  used  by  the  con- 
troller for  this  purpose  is  the  list  of  acceptable  sureties  on  federal 
bonds  published  by  the  U.  S.  Treasury  Department. 

General — Our  examination  of  the  controller’s  accounts  and  inciden- 
tal survey  of  the  performance  of  his  office  indicates  that  every  effort 
has  been  made  to  carry  out  the  provisions  and  intent  of  the  charter, 
particularly  with  respect  to  control  of  expenditures. 

During  the  period  under  review  there  was  a continuance  of  system 
revisions  and  installations  in  order  to  comply  with  the  charter  pro- 
visions for  a centralized  and  adequate  accounting  system.  The  gen- 
eral ledgers  were  revised  and  segregated  as  between  accounts  of  the 
public  service  enterprises,  which  are  carried  on  a basis  comparable 
to  those  of  privately  owned  and  operated  utilities,  and  the  general 
city  and  county  accounts,  which  are  kept  on  a municipal  basis.  A 
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new  chart  of  accounts  was  installed  which  eliminated  other  than  es- 
sential detail  and  simplified  the  accounting  structure. 

Section  64  of  the  charter  provides  that  it  shall  be  the  duty  of  the 
controller  to  determine,  where  practicable,  the  unit  cost  of  work  done 
by  the  City  and  County,  for  the  purpose  of  ascertaining  whether  simi- 
lar work  could  be  done  under  contract  at  a lower  cost.  This  would 
require  a detailed  cost  accounting  system,  which  is  still  an  expectancy 
for  future  accomplishment  and  which  would  require  certain  additional 
employments. 

We  wish  to  express  our  appreciation  to  the  controller  and  his  staff 
for  their  cooperation  and  the  many  courtesies  extended  to  us  during 
the  course  of  our  examination. 

Very  truly  yours, 

LYBRAND,  ROSS  BROS.  & MONTGOMERY 


(Wherever  italics  appear  in  this  Report,  they  indicate  red  figures.) 
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PROPRIETARY  BALANCE  SHEET,  JUNE  30,  1933  (Continued) 


PROPRIETARY  BALANCE  SHEET,  JUNE  30,  1933  (Continued) 
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Depreciation  of  properties  . 


( 34  ) 


CURRENT  SURPLUS— GENERAL  CITY  AND  COUNTY 

For  the  fiscal  year  ended  June  30,  1933 


Balance,  June  30,  1932,  as  per  our  audit  report 

Less,  surplus  of  public  service  enterprises  eliminated  from 
general  city  and  county  books 

$ 3,923,956.75 
2,358,753.40 

Adjusted  balance,  June  30,  1932 

Revenues,  details  annexed  

Expenditures,  details  annexed  

$39,074,655.53 

38,220,495.84 

$ 1,565,203.35 
854,159.69 

Balance,  June  30,  1933  

$ 2,419,363.04 

CAPITAL  SURPLUS— GENERAL  CITY  AND  COUNTY 

For  the  fiscal  year  ended  June  30,  1933 

Balance,  June  30,  1932,  as  per  our  audit  report 

Less,  surplus  of  public  service  enterprises  eliminated  from 
general  city  and  county  books 

$173,904,288.11 

36,361,684.94 

Adjusted  balance,  June  30,  1932 

Add: 

$137,542,603.17 

Bond  maturities  transferred  to  current  ledger 

Capital  additions  through  revenue 

Capital  additions  from  special  and  trust  funds 

Interest  earned  on  bank  deposits 

Premium  on  sales  of  bonds  

$ 2,244,100.00 
1,113,666.74 
659,916.96 
35,390.52 
10,234.00 

$ 4,063,308.22 

Deduct: 

$141,605,911.39 

Relief  expenditures  from  bond  funds 

Loss  through  demolition  of  Winfield  Scott  School 

$ 4,089,934.55 
43,534.98 

$ 4,133,469.53 

Balance,  June  30,  1933  $137,472,441.86 
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REVENUES  AND  EXPENDITURES— GENERAL  CITY  AND  COUNTY 

For  the  fiscal  year  ended  June  30,  1933 

REVENUES 

Property  taxes : 

Real  and  personal  property  . . 

Costs,  penalties,  and  interest 
State  refunds 


dther  taxes  and  licenses: 

Business  and  vehicle  licenses 

Franchise  taxes 

Building  permits,  etc 


State  subventions : 


Common  schools  $ 1,430,151.06 

High  schools  574,291.20 

Good  roads  1,072,808.01 

Other 614,368.23  $ 3,691,618.50 


departmental  revenues,  details  annexed  $ 1,184,109.68 


interest  on  bank  deposits 276,483.03 

tents 10,325.23 

Court  fines 95,224.67 

Contributions  from  Water  Department 808,000.00 


Total  revenues $39,074,655.53 


$ 920,100.97 

289,562.44 

80,084.05  $ 1,289,747.46 


$31,402,276.52 

238,628.50 

78,241.94  $31,719,146.96 


EXPENDITURES 


Departmental  expenses,  details  annexed $28,333,951.49 

Bond  redemption 2,244,100.00 

Bond  interest  2,481,612.29 

jdther  interest 97,162.38 

Pensions  and  compensation  insurance 1,381,505.06 

Tudgments  and  losses  305,050.37 

Publicity  and  advertising 176,014.51 

Contributions  to  public  service  enterprises: 

Hetch  Hetchy  construction 1,701,132.17 

I Municipal  Railway  384,575.02 

Additions  to  property  from  revenues  982,380.02 

Miscellaneous 133,012.53 


Total  expenditures $38,220,495.84 


Note:  Public  Service  Enterprises’  revenues  and  expenses  are  shown  on  page  60  of  this 
report. 
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DEPARTMENTAL  REVENUES— GENERAL  CITY  AND  COUNTY 

For  the  fiscal  year  ended  June  30,  1933 


General  government: 

Municipal  Courts  

County  Clerk 

Sheriff 

Coroner  

Registrar 

City  Engineer  

Treasurer  

Department  of  Public  Works 
Other  


$ 81,923.35 

88,533.40 
52,751.93 
2,019.54 
2,016.25 
14,103.52 
8,766.71 
4,466.50 
883.48 


$ 255,464.68 


Protection  of  life  and  property: 

Recorder  

Department  of  Electricity 

Public  Administrator  

Public  Pound  

Fire  Department  

Police  Department  


$ 98,105.08 

42,803.21 
52,257.61 
3,542.90 
3,104.77 
1,670.35 


Recreation: 


Park  Commission: 

Golf  links 

Children’s  quarters 
Fleishhacker  Pool 

Beach  Chalet  

Other  revenue  


$156,975.38 

47,734.27 

59,184.48 

13,691.35 

53,146.70 


Recreation  Commission  

Auditorium 

War  Memorial 

De  Young  Museum  • 

California  Palace  of  Legion  of  Honor. 


$ 330,732.18 

$ 25,709.65 

35,903.88 
23,725.31 
304.36 
1,054.24 


$ 201,483.92 


$ 417,429.62 


Charities,  hospitals,  and  corrections: 

Juvenile  Detention  Home  • ^ "VoiS  20 

Board  of  U.  S.  Prisoners,  Sheriff 717  76 

San  Francisco  Hospital  747  12 

Relief  Home  ’ 

Education: 

, , $ 107,509.85 

Schools 21,509.35 

Library  

Central  Office,  Board  of  Health  ? VAH ‘m 

Highways,  Department  of  Public  Works ?o 

Delln^ent  reveiiue—Tax  Collector  ! ! ! ! ! : ! ! ! ! ! 1 ! ! i '•  1 ! MJjJ 

General  and  miscellaneous  b'9bJ’1U 

Total  departmental  revenues 
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DEPARMENTAL  EXPENSES— GENERAL  CITY  AND  COUNTY 

For  the  fiscal  year  ended  June  30,  1933 

General  government: 

Board  of  Supervisors 

Clerk  of  Board  of  Supervisors 

Finance  Committee 

Mayor 

Chief  Administrative  Officer  . . 

Controller 

Treasurer  

Assessor  

Tax  Collector  

City  Attorney 

District  Attorney  

Public  Defender  


Other  general  executive: 

Director  of  Finance  and  Records 6,332.72 

Department  of  Public  Works  82,564.67 

City  Engineer 212,442.07 

Bureau  of  Architecture 9,406.51 

Civil  Service  Commission  49,602.00 

City  Planning  Commission  12,545.67 

Central  Permit  Bureau  16,830.20 

Board  of  Permit  Appeals  7,096.56 

Real  Estate  Department 14,622.96 

Beverage  Commission 365.99 

Miscellaneous 664.34 


$ 65,863.45 

94,342.99 
9,872.21 

49.299.80 
33,463.49 

178,724.03 

52,052.42 

264,178.36 

145,683.88 

73.935.81 
107,508.96 

21,082.91 


Judiciary: 

Municipal  Courts 

Superior  Courts 

County  Clerk 

Law  Library 

Grand  Jury 

Coroner  

Sheriff 

Elections 

Care  and  maintenance  of  buildings 


222,864.45 

230.733.33 

154.312.34 
10,803.60 
14,752.62 
50,641.10 

147,267.22 

300,724.27 

367,324.53  $ 3,007,905.46 


Protection  of  life  and  property: 

Police  Department 

Fire  Department 

Recorder  

Sealer  of  Weights  and  Measures 

Inspection  service 

Department  of  Electricity  

Public  Pound 

Public  Administrator 


$3,432,440.78 

3,119,776.22 

102,246.90 

23,166.16 

118,649.41 

178,327.45 

18,000.00 

41,385.59 


$ 7,033,992.51 


Recreation : 


Educational 

Parks  

Music  and  celebrations 

Auditorium 

Opera  House 

War  Memorial 

Playgrounds  


235,719.16 

981,473.99 

62,758.77 

54,473.44 

20,742.16 

22,412.19 

426,378.72 


$ 1,803,958.43 


(Departmental  Expenses — General  City  and  County  continued  on  next  page) 


( 38  ) 


DEPARTMENTAL  EXPENSES— GENERAL  CITY  AND  COUNTY  (Continued) 


Charities,  hospitals,  and  corrections: 


General  administration 

Outdoor  poor  relief 

Poor  in  institutions  (Relief  Home)  

Care  of  children  

Hospitals 

Insane  in  hospitals  

Relief  of  needy,  aged,  and  blind 

County  jails 

Juvenile  Detention  Home 

Adult  Probation  Board 

Juvenile  Court 

Relief  of  unemployed  $4,716,709.13 

Less,  expenditures  from  bond  funds..  4,089,934.55 

$ 9,489.37 

53,241.85 

436.564.04 

900.648.04 
1,323,719.96 

137,357.68 

421,534.78 

187.784.58 
29,328.64 
27,816.52 
65,734.01 

626.774.58 

10,469.00 

$ 4,230,463.05 

Education: 

Schools 

Libraries 

$9,250,870.73 

306,679.96 

$ 9,557,550.69 

Conservation  of  health: 

General  administration  

Statistics  

$ 59,411.73 

16,727.64 
183,797.06 
207,061.35 
53,607.66 

Prevention  and  treatment  of  communicable  diseases. . 

Conservation  of  child  life 

Food  regulation  and  inspection  

$ 520,605.44 

Sanitation: 

Sewers  and  sewage  disposal  

$ 240,737.31 
450,259.50 
3,000.00 
14,836.12 

Street  cleaning 

Removal  of  dead  animals 

Inspection  service 

$ 708,832.93 

Highways: 

General  administration  

Care  and  maintenance  of  highways  and  highway 

structures 

Other  care  of  streets,  roads,  and  alleys 

Street  lighting 

$ 46,013.06 

317,252.54 

1,237.54 

856,721.38 

$ 1,221,224.52 

Other: 

Purchasing  Department 

Airport 

Administration  of  public  trusts 

$ 185,369.11 
34,712.08 
29,337.27 

$ 249,418.46 

Total  departmental  expenses 

$28,333,951.49 
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(Special  and  Trust  Funds  Balance  Sheet,  June  30,  1933,  continued  on  next  page) 
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PRIATIONS,  JUNE  30,  1933 
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Hete^fhy 

$ 6,029,442.02 
80,597.35 
1,573.52 
70,609,377.18 
818,644.09 

277,472.69 

IP! Ml  HI! 

$28,851,104.71 

$ 19,429.27 

368,691.75 
41,850.67 
16,386,300.00 
982,972.25 

2,767.13 

263,709.13 

1,128.03 

10,784,256.48 

$28,851,104.71 

r,  JUNE  30,  1! 

W 

$ 814,015.99 

4,000.00 
11,256.12 
9,891,559.32 
173,016.82 

2,766.84 

$10,896,615.09 

$ 88,748.94 

28,928.33 
63,923.39 
2,202,300.00 

5.244.286.69 
2,961.28 

22.40 

3.265.005.70 
$10,896,615.09 

illlill  M 

$50,494,604.15 

$ 76,291.23 

871,672.50 
203,789.18 
38,000,000.00 
197,905.00 
42,032.51 

13,772.46 

1,357.77 

10,990,092.62 

$50,494,604.15 

j 4II|I  li 

$168,124,717.45 

$ 339,559.97 

2,502,014.79 

437,152.92 

110,681,300.00 

6,425,163.94 

44,993.79 

2,835,930.70 

286,985.66 

8,759.52 

44,562,856.16 

$168,124,717.45 
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$ 7,601,664.26 
6,761,638.91 

! !n 

$ 16,931.14 

$ 737,383.50 

55,841.17 

$ 796,627.75 

$ 1,060,328.74 
$ 1,060,328.74 

VENUES  AND  EXPENSES 

1 6,337,803.94  $ 2,820,600.08 
1,874,610.13  3,081,024.86 

f 260,424.78 

l 9,241.04 

10,910.60 

? 20,151.64 

5 111,173.33 

* 111,173.33 

? 351,446.4 7 

257,123.16 

r 608,569.63 

i 4,463,293.81  i 

l 39,782.77  S 
73,568.52 
29,020.90 

llii 

H PI 

RPRISES — RE 

116,760,068.28  \ 
10,717,173.90 

$ 6,042,894.38  ! 

$ 65,954.95  i 

73,568.52 
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$ 179,454.97  S 

$ 2,558,556.83  S 
448,065.98 
55,841.17 

$ 3,124,158.53  i 
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EMPLOYEES’  RETIREMENT  SYSTEM— STATEMENT  OF  ASSETS 
AND  LIABILITIES*  AT  JUNE  30,  1933 

LEDGER  ASSETS: 


Cash,  as  adjusted  

City  and  County  of  San  Francisco  bonds 

United  States  Treasury  bonds  

State  of  California  bonds 

Cl!  y of  Sacramento  bonds  

Bonds  of  other  Northern  California  municipalities  or  school  district. 

Public  Utility  bonds  

Railroad  bonds  

Accrued  Interest  

Employees’  contributions  in  course  of  collection 

Account  with  City  and  County  of  San  Francisco: 

••Miscellaneous  

Fire  

Police  


638,292.20 

2,707,369.77 

440,487.33 

1,050,911.75 

457,731.06 

3,914,301.68 

2,779,911.42 

807,147.79 

207,848.54 

41,789.96 

155,894.25 

546,346.69 

834,648.39 


Total  ledger  assets 


.$14,582,680.83 


NONLEDGER  ASSETS: 


Present  value  of  City's  accumulated  contributions  to  be  released  by  death. . . .$  108,060.17 

Present  value  of  City’s  accumulated  contributions  to  be  released  by  disability 

retirement  29,850.06 


Total  assets  .$14,720,591.06 


LIABILITIES:* 

••Miscellaneous  members’  accumulated  normal  contributions $ 5,715,208.31 

Fire  members’  accumulated  contributions (None) 

Police  members’  accumulated  contributions 716,011.00 

Miscellaneous  members’  accumulated  additional  contributions 42,119.03 

City's  accumulated  contributions,  current  service  (to  match  miscellaneous 

members'  normal  contributions)  5,715,208.31 

City’s  accumulated  contributions,  current  service: 

Fire  340,442.65 

Police  94,199.96 

City’s  other  accumulated  contributions 646,453.41 

Present  value  of  service  retirement  allowances  (current  service)  granted  to 
retired  members: 

••Miscellaneous  750,995.30 

Fire  70,571.97 

31,836.87 

Present  value  of  disability  retirement  allowances  (current  service)  granted 
to  retired  members: 

••Miscellaneous  156,423.85 

Fire  27,818.76 

F°iic<>  21,569.35 

Present  value  of  death  allowances  (current  service)  granted  on  account  of 
deceased  members: 

E1"  92,164.64 

52,180.61 

rr.  M iii  value  of  monthly  instalments  not  yet  due 3,018  91 

358^53 

Reserve  under  investments  244  009.70 

Total  liabilities  $14,720,591.06 


( Employees’  Retirement  System  continued  on  next  page) 
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EMPLOYEES’  RETIREMENT  SYSTEM— STATEMENT  OF  ASSETS 
AND  LIABILITIES*  AT  JUNE  30,  1933  (Continued) 

♦The  liability  for  the  payment  of  benefits  granted  or  to  be  granted  on  account  of  prior 
service  is  not  included  in  this  statement,  except  for  the  item  “City’s  other  accumulated 
contributions.”  The  exclusion  of  this  liability  does  not  affect  the  condition  of  the  Retire- 
ment System  shown  in  the  statement,  since  the  City  has  definitely  assumed  the  liability 
for  prior  service  whatever  its  amount  may  be.  (Subdivision  (h),  Section  4,  Ordinance 
No.  9134.)  Also,  assets  and  liabilities  on  account  of  current  service  are  included  here  to 
the  extent  only  that  contributions  have  been  made  for  that  service. 

**“Fire”,and  “Police”  include  persons  who  were  members  of  those  departments  prior 
to  January  8,  1932.  “Miscellaneous”  includes  all  other  members  of  the  Retirement  System. 

RETIREMENT  BOARD 

SAN  FRANCISCO  CITY  AND  COUNTY  EMPLOYEES’  RETIREMENT  SYSTEM 
JOHN  F.  BRADY,  President  RALPH  R.  NELSON,  Secretary-Actuary 

In  accordance  with  Subdivision  (e),  Section  6,  Ordinance  No.  9134,  I certify  as  correct 
the  amount  of  cash,  as  adjusted,  $638,292.20,  and  the  amount  of  bonds,  $12,157,860.80, 
as  shown  above  in  the  Statement  of  Assets  and  Liabilities  of  the  San  Francisco  City  and 
County  Employees’  Retirement  System  at  June  30,  1933. 

LEONARD  S.  LEAVY, 

Controller. 


Hetch  Hetchy  Project 
Report  of  Audit 

For  the  fiscal  year  ended  June  30,  1933 


F.  W.  Lafrentz  & Co. 
Bullock,  Kellogg  & Mitchell 

Certified  Public  Accountants 


( 67  ) 


F.  W.  Lafrentz  & Co. 
Bullock,  Kellogg  & Mitchell 

Certified  Public  Accountants 
1018-1021  Russ  Building 
San  Francisco,  Calif. 


December  28,  1933. 


Mr.  Leonard  S.  Leavy,  Controller,  City  and  County  of  San  Francisco, 
San  Francisco,  California. 


Dear  Sir:  We  have  examined  the  accounts  of  the  Hetch  Hetchy 
Project  of  the  City  and  County  of  San  Francisco,  including  the  power 
operating  division,  for  the  fiscal  year  ended  June  30,  1933,  and  are 
submitting  herewith  our  report  together  with  the  following  statements : 


Exhibit  “A”  Consolidated  Statement  of  Condition,  June 
30,  1933,  Hetch  Hetchy  Power  and  Water 
Project. 

Exhibit  “B”  Statement  of  Condition,  June  30,  1933,  Hetch 
Hetchy  Power  Project. 

Exhibit  “C”  Statement  of  Condition,  June  30,  1933,  Hetch 
Hetchy  Water  Project  (1925-32  and  1910  Con- 
struction Funds). 


Exhibit  “D”  Statement  of  Condition,  June  30,  1933,  Hetch 
Hetchy  1925-32  Construction  Funds. 

Exhibit  “E”  Statement  of  Condition,  June  30,  1933,  Hetch 
Hetchy  1910  Construction  Fund. 


Exhibit  “F”  Comparative  Revenue  and  Expense  State- 
ment, Hetch  Hetchy  Power  Project. 


Analysis  of  Expense  Statement,  Hetch  Hetchy  Power 
Project: 

Schedule  1 Production  Expense. 

Schedule  2 Transmission  Expense. 

Schedule  3 General  and  Miscellaneous  Expense. 


We  hereby  certify,  subject  to  the  comments  made  a part  of  this 
report,  that  in  our  opinion  the  above  statements  correctly  set  forth 
the  financial  condition  of  the  Hetch  Hetchy  Construction  and  Hetch 
Hetchy  Power  Operating  projects  on  June  30,  1933,  and  the  results  of 
“power  operations”  for  the  year  ended  on  that  date. 

Respectfully  submitted, 

F.  W.  LAFRENTZ  & CO., 

BULLOCK,  KELLOGG  & MITCHELL, 
Certified  Public  Accountants. 


(Wherever  italics  appear  in  this  Report,  they  indicate  red  figures.) 


Scope  of  the  Audit 

Our  examination  included  a review  of  the  handling  and  auditing  of 
payrolls;  an  actual  test  checking  of  payrolls;  test  checking  of  vouchers 
paid;  close  scrutiny  of  the  handling  of  materials  and  supplies;  test 
checking  with  the  perpetual  inventory  records  of  items  of  goods  in  the 
of  tin-  accuracy  of  accounting  records;  de- 
tailed analysis  of  all  general  ledger  accounts;  and  a thorough  review 
of  the  methods  followed  and  the  accuracy  displayed  in  the  building  up 
of  construction  cost  records. 

Under  those  sections  of  the  Raker  Act  which  provide  for  the  sale  of 
water  to  other  municipalities,  etc.,  the  possession  of  accurate  cost 
records  may  prove  to  be  the  City’s  greatest  safeguard  against  con- 
fiscatorily  low  rates.  Since  the  inception  of  the  Hetch  Hetchy  project 
a meticulous,  scientifically  classified  record  of  costs  has  been  main- 
tained for  each  section  of  the  work  and  for  each  successive  bond  issue. 
The  data  thus  made  available  are  adequate  for  any  rate  making  de- 
mands or  other  purposes  for  which  they  may  be  required. 

We  desire  to  acknowledge,  during  the  progress  of  the  audit,  the  co- 
operation of  the  Expert  to  the  San  Francisco  Grand  Jury  and  the 
cheerful,  helpful  assistance  of  officials  and  employees. 

Comments  on  the  Audit 

The  following  comments  refer  to  items  contained  in  the  statement  of 
condition,  Exhibit  “A”,  which  represents  in  toto  the  financial  status 
of  the  Hetch  Hetchy  project.  While  individual  balance  sheets  have 
been  presented  covering  power  and  water  activities,  only  one  set  of 
comments  is  submitted. 

Cash  With  Treasurer— §3,661,140.92 
Bond  Redemption  Fund — §1,014,542.23 
Bond  Interest  Fund — §1,356,435.95 

The  foregoing  cash  balances,  on  deposit  with  the  City  Treasurer, 
were  in  agreement  with  official  records. 

Revolving  Funds  and  Special  Deposits — §69,047.97 

These  funds  represent  payroll  and  advance  accounts  on  deposit  with 
the  following  banks: 

Bank  of  America,  Sonora 
Bank  of  America,  Livermore 
American  Trust  Company,  Tracy. 

Balances  were  verified  by  certification  of  depositories  and  reconcilia- 
tion with  book  figures. 

The  record  indicates  that  the  City  Treasurer  holds  collateral  in  the 
form  of  bonds  having  a par  value  of  $75,000.00  to  secure  monies  de- 
posited in  these  banks. 

Remittances  in  Transit — $136,945.73 

This  item  represents  cash  in  transit  between  the  City  Treasurer  and 
the  Livermore  office. 

Accounts  Receivable — §209,489.02 

The  following  items  comprise  this  balance: 

Pacific  Gas  & Electric  Company  (Power  Sales 


June,  1933)  $193,799.33 

City  and  County  of  San  Francisco: 

San  Francisco  Water  Department 13,772.76 

EU  < r<  at  Ion  I >ei  art  ment  'l72.41 

Miscellaneous  Debtors  $2,784.52 

Less:  Reserve  for  Doubtful  Accounts 1,040.00  1,744.52 


$209,489.02 


It  will  be  observed  that  provision  has  been  made  covering  accounts 
considered  to  be  doubtful  of  collection. 

Materials  and  Supplies — $57,927.31 

Materials  and  supplies  on  hand  at  Moccasin  power  house  are  repre- 
sented by  this  figure.  For  the  purposes  of  this  report  the  materials 
and  supplies  purchased  for  construction  have  been  included  as  a part 
of  construction  cost. 

Depreciation  Cash  Fund — $292,542.87 

The  Depreciation  Cash  Fund  was  created  to  provide  for  reconstruc- 
tion and  replacement  of  power  operative  plant  and  equipment.  Follow- 
ing is  an  analysis  of  the  balance: 

Cash  Deposited: 

Part  of  Year  1925-26  $ 83,333.00 

July  1,  1926,  to  June  30,  1932, @ 

$175,000.00  per  Year  1,050,000.00 

Year  1932-33  65,000.00  $1,198,333.00 


Charges : 

Replacements  and  Reconstruction. . .$  196,212.23 
Net  Investment  in  Fixed  Capital...  26,577.90 
Transfer  to  Bond  Interest  and  Re- 
demption Funds  683,000.00  905,790.13 


Balance  June  30,  1933  $ 292,542.87 

Section  No.  128  of  the  Charter  seems  to  require,  (1)  that  the 
amount  received  for  depreciation  shall  be  represented  by  cash  actually 
set  aside  in  a depreciation  cash  fund  and  (2),  that  the  expenditures 
from  the  cash  fund  shall  be  for  “reconstruction  and  maintenance  due 
to  physical  and  functional  depreciation.” 

Cash  was  set  aside  but,  in  some  cases,  part  of  such  cash  was  used  for 
purposes  other  than  that  for  which  the  fund  was  created. 

The  difference  between  the  balance  to  the  “Reserve  For  Depreciation” 
and  the  balance  to  “Depreciation  Cash  Fund”  is  as  under: 


Reserve  For  Depreciation  $982,972.25 

Depreciation  Cash  Fund  292,542.87 


$690,429.38 

The  difference  consists  of: 

Cash  paid  out  not  charged  to  Reserve: 

For  Bond  Interest  and  Redemption $683,000.00 


For  Capital  Improvements  26,577.90 


$709,577.90 

Less : Amounts  debited  to  Reserve  but  not  affect- 
ing cash — represented  by  Retirements  not 
replaced 19,148.52 


$690,429.38 

The  Charter  evidently  contemplated  that  a balance  would  be  main- 
tained between  the  Reserve  Fund  on  the  one  hand  and  the  Cash  Fund 
on  the  other.  This  condition  can  be  achieved  by  making  cash  disburse- 
ments only  for  purposes  which  would  justify  a charge  against  the 
Reserve  and  by  making  no  entries  in  the  Reserve  which  are  not  re- 
flected in  the  cash  account. 

In  the  past,  as  the  above  analysis  indicates,  cash  has  been  paid  out 
for  capital  improvements  and  other  purposes  without  corresponding 
charges  being  made  in  the  Reserve,  and  the  Reserve  account  has  been 
debited  in  connection  with  properties  retired  and  not  replaced  without 
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any  reflection  of  such  transaction  having  been  made  in  the  Cash 
account. 

I | a uniform  method  of  accounting  for  items  affect- 
ing Reserve  For  Depreciation  and  Depreciation  Cash  Account  be 

agreed  upon. 

The  question  as  to  the  adequacy  of  the  present  Depreciation  Cash 
Fund  i'  one  which  can  only  be  settled  when  an  appraisal  shall  have 
1 1. , n madi  as  pr<  vided  i"1,  in  Section  No.  128  of  the  Charter.  In  the 
meantime  we  believe  that  the  Reserve  should  be  adjusted  to  equal  the 
amount  of  funds  in  the  Depreciation  Cash  Account. 

Unamortized  Bond  Discount  and  Expense — §1,637,329.75 

Hon, I i-  • use  is  being  amortized  over  the  life  of  the 

bond  Ibsui  written  oh  during  the  current  period  is  in 

agreement  with  the  amortization  schedules. 

Prepayments — §10,042.50 

This  item  is  made  up  as  follows: 

One-half  of  yearly  rental— Right  of  Way  Yosemite 

National  Park  $10,000.00 

Land  Rental — Atchison  Topeka  and  Santa  Fe  Rail- 
way Company  17.50 

Livermore  Warehouse — One  month  rental 25.00 


$10,042.50 


Railroad  Commission  Valuation — $392,006.43 
This  expenditure  was  made  in  anticipation  of  the  purchase  by  the 
City  of  the  distributing  systems  of  the  Pacific  Gas  and  Electric  Com- 
pany and  The  Great  Western  Power  Company. 

Preliminary  Construction  Charges — S7.817.51 
These  items  were  distributed  to  construction  costs  subsequent  to 
June  30.  1933.  They  represent  preliminary  expenses  on  certain  jobs 
which  were  to  be  completed  in  the  future. 

Long  Term  Debt— S69, 477, 000.00 
Bonded  Debt — Due  July  1,  1933 — §1,000,000.00 
Bonded  Debt  Matured — Unpaid — §2,000.00 
The  outstanding  bonded  debt  liability  is  represented  by  these 
amounts.  During  the  current  period  bonds  aggregating  $1,248,000.00 
were  redeemed.  We  did  not  examine  the  cancelled  bonds  supporting 
these  redemptions  as  that  phase  of  the  assignment  was  covered  by  the 
general  audit  of  the  Controller’s  office. 

Bond  Interest  Payable — §90,822.50 

Coupons  due  but  which  had  not  been  presented  for  payment  on  Juno 
30,  1933,  comprise  this  balance.  As  in  the  case  of  cancelled  bonds,  we 
did  not  examine  cancelled  coupons  supporting  payments  made  during 
the  current  year. 

Bond  Interest  Accrued — Not  Due — §1,510,523.96 

i imount  represents  Interest  accrued  to  June  30,  1933,  on  out- 
standing bonds  but  which  becomes  due  and  payable  at  subsequent 
dates. 

Warrants  Payable— $175,026.08 

Warrants  drawn  which  had  not  been  presented  for  payment  as  of  the 
dnte  of  this  report  are  represented  by  this  figure. 

Contract  Progress  Payments  and  Retentions  Payable — §11,024.61 

No  L37  ( ntered  into  with 
w a m Rosenberg 
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Company.  They  represent  progress  payments  and  retentions  under 
these  contracts,  the  remaining  balances  of  which  are  reflected  on  the 
Statement  of  Condition  under  the  caption  “Deferred  Liability”.  The 
latter  balance  is  made  up  as  under: 

Contract-137  American  Concrete  Steel  Pipe  Co $125,774.66 

Contract-141  M.  Rosenberg  Co 75,738.23 


$201,512.89 


Accounts  Payable — Others — $62,722.03 

Accounts  payable  for  current  purchases  are  represented  under  this 
caption.  Insofar  as  it  was  possible  to  ascertain,  all  such  items  are 
included. 

Work  and  Service  Order  Liability — Estimated — $5,453.04 

Under  this  heading  we  have  classified  certain  items  known  to  be  lia- 
bilities, but  the  definite  amount  of  which  had  not  been  established  at 
the  time  of  our  examination. 

Contingent  Purchase  Order  Liability — $116,826.22 

The  contingent  liability,  due  to  outstanding  purchase  orders  on 
June  30,  1933,  aggregated  $116,826.22. 

Unamortized  Bond  Premium — $1,321,686.43 

This  represents  the  unamortized  portion  of  bond  premium  which  is 
being  written  off  over  the  life  of  the  bonds. 

Reserve  for  Depreciation — $982,972.25 

The  following  is  an  analysis  of  the  changes  in  the  reserve  during 
the  1932-33  accounting  period. 


Balance  July  1,  1932  $ 941,583.18 

Add:  Provision  for  Depreciation  65,000.00 

$1,006,583.18 

Deduct:  Charges  for  retirements  and  repairs 23,610.93 

Balance  June  30,  1933  $ 982,972.25 


Further  explanation  of  this  item  and  reconciliation  with  cash  set 
aside  for  depreciation  purposes  is  set  forth  under  the  caption  of 
“Depreciation  Cash  Fund”. 

Surplus— $30,307,757.84 

The  items  contained  in  this  balance  are  reflected  in  the  individual 
fund  statements  of  condition  included  in  this  report.  Transactions  in 
the  various  surplus  accounts  during  the  current  period  were  reviewed 
and  no  exceptions  were  noted.  Included  in  the  combined  surplus,  and 
shown  separately  on  the  balance  sheet  of  the  “Water  Project”  and  the 
“1910  Bond  Fund”,  is  an  item  of  $2,423,900.24  representing  the  earnings 
of  the  power  project  in  excess  of  power  expense  and  the  amount  of 
bond  interest  and  redemption  allocated  to  power. 


EXHIBIT  "A” 


City  and  County  of  San  Francisco 

HETCH  HETCHY  POWER  AND  WATER  PROJECT 
Consolidated  Statement  of  Condition  as  at  June  30,  1933 


ASSETS  AND  OTHER  DEBITS 


Construction  Cost 
Current  Assets 


Water  Power  Eliminations 

....$70,339,404.56  $25,861,774.23  $ 


Combined 

$96,201,178.79 


Cash  with  Treasurer...  3,658,463.84 
Bond  Redemption  Fund.  1,014,542.23 

Bond  Interest  Fund 1,356,435.95 

Revolving  Funds  and 

Special  Deposits  . . 61,000.00 

Remittances  in  Transit.  119,055.59 
Accounts  Receivable  . . . 19,019.89 

Materials  and  Supplies. 


2,677.08 


8,047.97 

17,890.14 

203,401.85 

57,927.31 


3,661,140.92 

1,014,542.23 

1,356,435.95 

69,047.97 
136,945.73 
12,932.72  209,489.02 

57,927.31 


6,228,517.50  289,944.35 


6,505,529.13 


Special  Fund 

Depreciation — Cash  Fund  . . 292,542.87 

Other  Accounts  Receivable 

Power  Operative  Fund  260,026.62 

Contributions  to  1928  Bond  Inter- 
est Fund  1,170,201.30 


Deferred  Debits 

Unamortized  Bond  Discount 
and  Expense  


Prepayments — 1910  Fund  . . . 


Prepayments — Other 


Railroad  Commission  Valua- 
tion   


Preliminary  Construction 
Charges  


809,056.58  828,273.17 

1,333,662.07 

10,042.50 

171,122.55  220,883.88 

7,817.51 


292,542.87 

260,026.62 

1,170,201.30 

1,637,329.75 

1,333,662.07 

10,042.50 

392,006.43 

7,817.51 


Unadjusted  Debits 

Contracts  Awarded 


980,179.13  2,400,679.13 


201,512.89 


$79,179,842.00  $28,844,940.58 


2,047,196.19 

201,512.89 

$105,247,959.87 


(Exhibit  "A”  continued  on  next  page) 
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EXHIBIT  “A”  (Continued) 

City  and  County  of  San  Francisco 

HETCH  HETCHY  POWER  AND  WATER  PROJECT  (Continued) 
Consolidated  Statement  of  Condition  as  at  June  30,  1933 


LIABILITIES  AND  OTHER  CREDITS 

Water  Power  Eliminations 

Long  Term  Debt  $53,602,800.00  $15,874,200.00  $ 

Current  Liabilities 


Combined 

$69,477,000.00 


Bonded  Debt  Due  July  1,  1933 

487,900.00 

512,100.00 

1,000,000.00 

Bonded  Debt  Matured — 

2,000.00 

2,000.00 

Bond  Interest  Payable  

90,822.50 

90,822.50 

Bond  Interest  Accrued — 

Not  Due 

1,141,832.21 

368,691.75 

1,510,523.96 

Warrants  Payable  

155,090.53 

19,935.55 

175,026.08 

11,024.61 

Contract  Progress  Payments 
and  Retentions  Payable. 

11,024.61 

1 Accounts  Payable — Payroll 

in  Transit  

99,458.24 

99,458.24 

62,722.03 

Accounts  Payable — Others  . . 

33,446.82 

42,207.93 

12,932.72 

Work  and  Service  Order  Lia- 
bility— Estimated  

4,903.04 

550.00 

5,453.04 

2,026,477.95 

943,485.23 

2,957,030.46 

I;  Deferred  Liability 

Contracts  Awarded  

201,512.89 

201,512.89 

1 Deferred  Credits 

From  Power  Operative  Fund 

1,333,662.07 

1,333,662.07 

Unamortized  Bond  Premium 

1,321,686.43 

1,321,686.43 

2,655,348.50 

! Water  Construction  Fund 
P Advance 

260,026.62 

260,026.62 

1 Reserve  for  Depreciation  

982,972.25 

982,972.25 

i Surplus 

20,693,702.66 

10,784,256.48 

1,170,201.30 

30,307,757.84 

$79,179,842.00  $28,844,940.58 


$105,247,959.87 
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EXHIBIT  "B” 

City  and  County  of  San  Francisco 

HETCH  HETCHY  POWER  PROJECT 
Statement  of  Condition  as  at  June  30,  1933 

ASSETS  AND  OTHER  DEBITS 

Fixed  Capital  in  Service 

Plant  and  Equipment  from  Bond  and  Other  Funds $25,349,100.63 

Additions  and  Betterments — From  Appropriated  Income 512,673.60 


25,861,774.23 

Current  Assets 

Cash  with  Treasurer  2,677.08 

Special  Deposits  8,047.97 

Remittances  in  Transit  17,890.14 1 

Accounts  Receivable 

Pacific  P-as  and  Electric  Co.  193,799.33 

Miscellaneous  Debtors  9,602.52 

Material  and  Supplies 

On  Hand  57,927.31* 


289,944.35 

Special  Funds 

Depreciation  Cash  Fund  292,542.87 

Deferred  Debits 

Unamortized  Bond  Discount  and  Expense  828,273.17 

Prepayments — 1910  Fund  1,333,662.07 

Prepayments — Other 10,042.5(1 

Railroad  Commission  Valuation  220,883.8(j 

Preliminary  Construction  Charges  7,817.5: 


2,400,679.1! 
$28, 844, 940. 5:; 


(Exhibit  “B”  continued  on  next  page) 
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EXHIBIT  “B”  (Continued) 

City  and  County  of  San  Francisco 

HETCH  HETCHY  POWER  PROJECT  (Continued) 
Statement  of  Condition  as  at  June  30,  1933 


LIABILITIES  AND  OTHER  CREDITS 


Long  Term  Debt 

Bonded  Debt — Allocated  to  Power 


$15,874,200.00 


Current  Liabilities 

Bonded  Debt— Due  July  1,  1933 512,100.00 

Bonded  Debt  Interest— Due  July  1,  1933 368,691.75 

Warrants  Payable 19,935.55 

Service  Order  Liability — Estimated  550.00 

Accounts  Payable— Other  42,207.93 


943,485.23 


tVater  Construction  Fund  Advance  260,026.62 

Reserve  for  Depreciation  982,972.25 

Surplus 

Advances  from  Taxes  and  Other  Funds $3,750,882.64 

From:  Income  to  June  30,  1932 $5,973,045.10 

Net  Income  Year  1932-33  (Exhibit  F)  1,060,328.74  7,033,373.84  10,784,256.48 


Surplus  From  Income  Appropriated  as  under: 

Sinking  Fund  Reserve  4,096,800.00 

Additions  and  Betterments  512,673.60 

Advances  Returned  2,716,961.15 


7,326,434.75 

Less:  Appropriations  in  Excess  of  Income 293,060.91 


$7,033,373.84 

$28,844,940.58 
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EXHIBIT  "C” 

City  and  County  of  San  Francisco 

HETCH  HETCHY  WATER  PROJECT 


Statement  of  Condition  as  at  June  30, 

1933 

ASSETS  AND  OTHER  DEBITS 

1925-32  Fund 

1910  Fund 

Combined 

Construction  Cost  

(Includes  Interest  and  Discount  during  Construction) 

.$41,680,493.78 

$28,658,910.78  $: 

(0,339,404.56 

Current  Assets 

Cash  with  Treasurer 

. 3,658,463.84 

3,658,463.84 

Bond  Redemption  Fund  

1,014,542.23 

1, 014.542.2S 

Bond  Interest  Fund 

700,658.45 

655,777.50 

1,356, 435. 9f 

Revolving  Funds  

Cash  in  Transit 

61,000.00 

61,000.01 

Payroll 

99,458.24 

99,458.2- 

Payroll  Deductions  in  Transit  to 

Treasurer  

19,597.35 

19,597.3! 

Accounts  Receivable — Less  Reserve  for 
Doubtful  Accounts 

19,019.89 

19,019.8 

4,558,197.77 

1,670,319.73 

6,228,517.5 

Other  Accounts  Receivable 

Power  Operative  Fund  

260,026.62 

260,026.6 

Contributions  to  1928  Bond  Interest  Fund 

1,170,201.30 

1,170,201.3 

Deferred  Charges 

Unamortized  Bond  Discount  and  Expense. 

19,924.63 

7S9, 131.95 

809.056.E 

Railroad  Commission  Valuation  

171,122.55 

171,122.1 

19,924.63 

960,254.50 

980,179.: 

Unadjusted  Debits 

Contracts  Awarded  

201,512.89 

201,512.1 

$46,460,129.07  $32,719,712.93  $79,179,842. 


(Exhibit  “C”  continued  on  next  page) 
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EXHIBIT  “C”  (Continued) 

City  and  County  of  San  Francisco 

HETCH  HETCHY  WATER  PROJECT  (Continued) 
Statement  of  Condition  as  at  June  30,  1933 


LIABILITIES  AND  OTHER  CREDITS 


1925-32  Fund 

1910  Fund 

Combined 

.ong  Term  Debt  

$38,477,000.00 

$15,125,800.00 

$53,602,800.00 

urrent  Liabilities 

Bonded  Debt — Due  July  1,  1933  

487,900.00 

487,900.00 

Bonded  Debt — Matured — Unpaid 

2,000.00 

2,000.00 

Bond  Interest  Payable 

80,112.50 

10,710.00 

90,822.50 

I Bond  Interest  Accrued — Not  Due 

790,523.96 

351,308.25 

1,141,832.21 

Warrants  Payable  

155,090.53 

155,090.53 

Contract  Progress  Payments  and  Retentions 
Payable 

11,024.61 

11,024.61 

Accounts  Payable — Payroll  in  Transit 

99,458.24 

99,458.24 

/ork  and  Service  Over  Liability 

Estimated 

4,903.04 

4,903.04 

| Accounts  Payable — Others  

33,446.82 

33,446.82 

1,174,559.70 

851,918.25 

2,026,477.95 

Referred  Liability 

? Contracts  Awarded  

201,512.89 

201,512.89 

deferred  Credits 

I From  Power  Operative  Fund 

1,333,662.07 

1,333,662.07 

If  Unamortized  Bond  Premium  

1 

. 1,321,686.43 

1,321,686.43 

1,321,686.43 

1,333,662.07 

2,655,348.50 

urplus 

1 Received  from  Power  Operations  

2,423,900.24 

2,423,900.24 

j Contributions  from  1910  Bond  Fund 

. 1,170,201.30 

1,170,201.30 

Advances  from  Taxes  and  Other  Funds. . . 

. 4,115,168.75 

12,984,432.37 

17,099,601.12 

5,285,370.05 

15,408,332.61 

20,693,702.66 

$46,460,129.07  $32,719,712.93  $79,179,842.00 
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EXHIBIT  “C” 

City  and  County  of  San  Francisco 

HETCH  HETCHY  WATER  PROJECT 


Statement  of  Condition  as  at  June  30, 

ASSETS  AND  OTHER  DEBITS 

1933 

1925-32  Fund 

1910  Fund 

Combined  9 

Construction  Cost  

.$41,680,493.78  $28,658,910.78 

$70,339,404.56 

(Includes  Interest  mid  Discount  during  Construction) 

Current  Assets 

Cash  with  Treasurer 

. 3,658,463.84 

3,658,463.84 

Bond  Redemption  Fund  

1,014,542.23 

1,014,542.23 

Bond  Interest  Fund 

700,658.45 

655,777.50 

1,356,435.95 

Revolving  Funds  

61,000.00 

61,000.00 

Cash  in  Transit 

Payroll 

99,458.24 

99,458.24 

Payroll  Deductions  in  Transit  to 

Treasurer 

19,597.35 

19,597.35' 

Accounts  Receivable — Less  Reserve  for 

Doubtful  Accounts 

19,019.89 

19,019.89 

4,558,197.77 

1,670,319.73 

6,2  28,517.50; 

Other  Accounts  Receivable 

Power  Operative  Fund  

260,026.62 

260,026.62 

Contributions  to  1928  Bond  Interest  Fund 

1,170,201.30 

1,170, 201.3( 

Deferred  Charges 

Unamortized  Bond  Discount  and  Expense. 

19,924.63 

789,131.95 

809,056.51 

Railroad  Commission  Valuation  

171,122.55 

171,122.6! 

19,924.63 

960,254.50 

980,179.1: 

Unadjusted  Debits 

Contracts  Awarded  

201,512.89 

201,512.8 

$46,460,129.07  $32,719,712.93  $79,179,S42.0 

(Exhibit  "C”  continued  on  next  page) 
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EXHIBIT  “C”  (Continued) 

City  and  County  of  San  Francisco 

HETCH  HETCHY  WATER  PROJECT  (Continued) 
Statement  of  Condition  as  at  June  30,  1933 

LIABILITIES  AND  OTHER  CREDITS 


1925-32  Fund 

1910  Fund 

Combined 

>ng  Term  Debt  

$38,477,000.00 

$15,125,800.00 

$53,602,800.00 

irrent  Liabilities 

Bonded  Debt — Due  July  1,  1933  

487,900.00 

487,900.00 

Bonded  Debt — Matured — Unpaid 

2,000.00 

2,000.00 

Bond  Interest  Payable 

80,112.50 

10,710.00 

90,822.50 

Bond  Interest  Accrued — Not  Due 

790,523.96 

351,308.25 

1,141,832.21 

Warrants  Payable  

155,090.53 

155,090.53 

Contract  Progress  Payments  and  Retentions 
Payable 

11,024.61 

11,024.61 

Accounts  Payable — Payroll  in  Transit 

99,458.24 

99,458.24 

ork  and  Service  Over  Liability 

Estimated 

4,903.04 

4,903.04 

Accounts  Payable — Others  

33,446.82 

33,446.82 

1,174,559.70 

851,918.25 

2,026,477.95 

iferred  Liability 

Contracts  Awarded  

201,512.89 

201,512.89 

iferred  Credits 

From  Power  Operative  Fund 

1,333,662.07 

1,333,662.07 

Unamortized  Bond  Premium  

. 1,321,686.43 

1,321,686.43 

1,321,686.43 

1,333,662.07 

2,655,348.50 

irplus 

Received  from  Power  Operations  

2,423,900.24 

2,423,900.24 

Contributions  from  1910  Bond  Fund 

. 1,170,201.30 

1,170,201.30 

Advances  from  Taxes  and  Other  Funds . . . 

. 4,115,168.75 

12,984,432.37 

17,099,601.12 

5,285,370.05 

15,408,332.61 

20,693,702.66 

$46,460,129.07  $32,719,712.93  $79,179,842.00 
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EXHIBIT  “D” 

City  and  County  of  San  Francisco 

HETCH  HETCHY  1925-32  CONSTRUCTION  FUNDS 
Statement  of  Condition  as  at  June  30,  1933 

ASSETS  AND  OTHER  DEBITS 


Construction  Cost  $41,680,493.78 

(Includes  interest  and  discount  during  construction) 

Current  Assets: 

Cash  with  Treasurer 3,658,463.84 

Bond  Interest  Funds 700,658.45 

Revolving  Funds  61,000.00 

Cash  in  Transit 

Payroll 99,458.24 

Payroll  Deductions  in  Transit  to  Treasurer 19,597.35 

Accounts  Receivable 

San  Francisco  Water  Department 13,772.76 

Others — Less  Reserve  for  Doubtful  Accounts 5,247.13 


$ 4,558,197.77 

Deferred  Charges 

Unamortized  Debt  Expe'nse 19,924.63 

Unadjusted  Debits 

Contracts  Awarded  201,512.89 


$46,460,129.07 


LIABILITIES  AND  OTHER  CREDITS 


Long  Term  Debt $39,500,000.00 

Less:  Unissued  1,023,000.00 

$38,477,000.00 

Current  Liabilities 


Bond  Interest  Payable 80,112.50 

Bond  Interest  Accrued — Not  Due 790,523.96 

Warrants  Payable  155,090.63 

Contract  Progress  Payments  and  Re- 
tentions Payable  11,024.61 

Accounts  Payable— Payroll  in  Transit . . 99,458.24 

Work  and  Service  Order  Liability — Es- 
timated   4,903.04 

Accounts  Payable — Others  33,446.82 


Deferred  Liability 

Contracts  Awarded 

Deferred  Credits 

Unamortized  Bond  Premium 
Surplus 

Contributions  from  1910  Fund $ 1,170,201.30 

Advances  from  Taxes  and  Other  Funds.  4,115,168.75  5,285,370.05 


1,174,559.70 

201,512.89 

1,321,686.43 


$46,460,129.07 

Unexpended  appropriations  for  completion  of  construction  work 
not  under  contract  amounted  to  $4,262,806.87  on  June  30,  1933. 
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EXHIBIT  “E” 

City  and  County  of  San  Francisco 

HETCH  HETCHY  1910  CONSTRUCTION  FUND 
Statement  of  Condition  as  at  June  30,  1933 
Excluding  Power  Construction  Apportionment 

ASSETS  AND  OTHER  DEBITS 

Construction  Cost  $28,658,910.78 

(Including  Interest  and  Discount  during 
Construction) 

Cash 

1910  Bond  Redemption  Fund 1,014,542.23 

1910  Bond  Interest  Fund 655,777.50 

1,670,319.73 

Contributions  to  1928  Bond  Interest  Fund 1,170,201.30 

Accounts  Receivable 

Power  Operative  Fund 260,026.62 

Deferred  Debits 

Unamortized  Bond  Discount  and  Expense 789,131.95 

Railroad  Commission  Valuation 171,122.55 

960,254.50 

$32,719,712.93 

LIABILITIES  AND  OTHER  CREDITS 

Long  Term  Debt  $15,125,800.00 

Bonded  Debt— Due  July  1,  1933 487,900.00 

Bonded  Debt — Matured — Unpaid  2,000.00 

Accrued  Interest— Due  July  1,  1933 351,308.25 

Matured  Interest  Payable 10,710.00 

851,918.25 

Deferred  Credits 

From  Power  Operative  Fund 1,333,662.07 

Surplus 

Received  from  Power  Operations $ 2,423,900.24 

Advances  from  Taxes  and  Other  Funds.  12,984,432.37  15,408,332.61 


$32,719,712.93 


( ! 


) 


Revenue 

Power  Sales 


EXHIBIT  “F” 

City  and  County  of  San  Francisco 

HETCH  HETCHY  POWER  PROJECT 
Comparative  Revenue  and  Expense  Statement 

*$7,601,664.26  **$5,454,763.62 


164,360.57 

36,478.03 


Operating  Expense 

Production Schedule  1 

Transmission Schedule  2 

Distribution 

Pacific  Gas  & Electric  Co.  (Commission) . 5,429,665.77 

General  and  Miscellaneous Schedule  3 131,134.54 


193,526.53 

24,495.82 


3,830,218.76 

229,126.53 


1,382,707. 

211,297. 

152.45 

43,419,765.73 

1,583,331.79 


Total  Operating  Expense.. 
Net  Operating  Revenue 


,.$  5,761,638.91  $ 4,277,367.64 
$ 1,177,395.98 


$46,597,254.35 

$13,704,460.92 


Other  Income 

Cancelled  Warrants  

Miscellaneous  Interest  Income.. 


Other  Expense 

Taxes  Assignable  to  Operations.. 


Interest  and  Debt  Expense  Amortizatioi 
Interest  on  Bonded  Debt 


Amortization  of  Debt  Discount  t 

pense  

Miscellaneous  Interest 


737,383.50 

55,841.17 


Deduct  Comparative  Charges 
Stnte  and  Federal  Taxes . . 


$ 793,224.67  $ 

818,254.45 

$ 6,955,1 25.8?  | 

$ 1,060,328.74  $ 

381,915.35 

$ 7,033,373.84 i 

152,166.25 

63,699.24 

910,670.0(1 

> after  Comparison $ 
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Schedule  1 

City  and  County  of  San  Francisco 

HETCH  HETCHY  POWER  PROJECT 
Analysis  of  Revenue  and  Expense  Statement 


teration 

Superintendence 

Hydraulic  Labor  

Station  Labor  

Miscellaneous  Labor  

Supplies  and  Expense  Net.. 


PRODUCTION  EXPENSE 

Fis9c3ailr 


Total  Operating  Expense. 


pistXr 


iintenance 

Structures 

Reservoirs,  Dams  and  Intakes 

Waterways 

Forebays,  Penstocks  and  Tail  races . . 

Roads  and  Trails 

Hydraulic  Power  Plant  Equipment . . . 
Miscellaneous  Power  Plant  Equipmei 
Repairs  charged  to  Reserves 

Total  Maintenance  Expense 

iscellaneous 

Water  Purchased  

Production  Rents  

Miscellaneous 

Electric  Energy  from  Other  Sources. . 

Total  Miscellaneous  Expense . . . 

Total  Production  Expense 


.$  12,838.31 

$ 

9,960.37 

$ 108,073.65 

14,904.66 

14,677.41 

108,348.98 

38,451.30 

39,458.49 

345,463.19 

574.34 

1,107.85 

12,033.56 

11,797.03 

14,803.85 

115,536.74 

.$  78,565.64 

$ 

80,007.97 

I 

1 

.$  11,355.10 

$ 

10,798.23 

? 71,469.02 

6,974.88 

7,142.42 

71,052.11 

6,207.57 

9,511.16 

82,776.96 

4,430.08 

1,559.59 

22,641.10 

41,987.22 

53,969.77 

. 225,326.99 

11,827.64 

9,534.92 

86,762.80 

673.65 

829.04 

9,408.58 

17,661.21 

173.43 

57,626.83 

..$  65,794.93 

? 

93,518.56 

$ 511,810.73 

$ 

$ 46,259.49 

20,000.00 

20,000.00 

135,000.00 

71.00 

110.00 

20,000.00 

$ 

20,000.00 

$ . 181,440.49 

..$  164,360.57 

$ 

193,526.53 

$ 1,382,707.34 
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SCHEDULE  2 

City  and  County  of  San  Francisco 


HETCH  HETCHY  POWER  PROJECT 
Analysis  of  Revenue  and  Expense  Statement 


TRANSMISSION  EXPENSE 

Inception  i 
Aug.  16,  1925  to 

Fiscal  Year 

Fiscal  Year 

Operation 

1932-33 

1931-32 

June  30,  19331 

Superintendence $ 

2,338.15 

$ 2,383.30 

$ 20,615.07 

Sub-Station  Labor  and  Expense 

3,788.98 

3,609.18 

14,475.00 

Labor  and  Expense — Transmission  Lines 

7,998.09 

8,582.08 

79,809.35 

Total  Operating  Expense $ 

14,125.22 

? 14,574.56 

$ 114,899.42 

Maintenance 

Transmission  Structures  $ 

1,887.66 

$ 31.66 

$ 2,185.78 

Sub-Station  Equipment  

6,423.57 

3,375.08 

24,486.36 

Towers  and  Fixtures  

5.04 

342.69 

534.76 

Tower  Line  Conductors  

5,403.09 

943.35 

6,648.75 

Poles  and  Fixtures  

12,021.10 

6,575.59 

70,001.11 

Pole  Line  Conductors 

173.35 

325.40 

2,304.G2 

Miscellaneous 

492.27 

65.10 

617.08 

Repairs  Charged  to  Reserve 

4, 036.57 

2,067.61 

12,942.8 1 

Total  Maintenance  Expense $ 

22,022.81 

? 9,591.26 

$ 93,836.12 

Miscellaneous 

Transmission  Rents  

330.00 

330.00 

2,561.50 

Total  Transmission  Expense $ 36,478.03 

SCHEDULE  3 

? 24,495.82 

? 211,297.04 

City  and  County  of 

San  Francisco 

HETCH  HETCHY  POWER  PROJECT 

Analysis  of  Revenue  and  Expense  Statement 

GENERAL  AND  MISCELLANEOUS  EXPENSE 

Inception 

Fiscal  Year 

Fiscal  Year 

Aug.  16,  1925  to 

1932-33 

1931-32 

June  30,  1933  ! 

Salaries  and  Expense  of  General  Officers....? 

16,122.55 

? 14,120.21 

$ 121,994.14 

Salaries  and  Expense  of  Other  General  Office 

Employees 

9,086.62 

11,904.26 

66,491.41 

General  Office  Supplies  

619.76 

527.94 

2,260.80; 

Public  Utilities  Commission  Expense 

15,200.00 

15,200.00;! 

Other  General  Office  Expense 

Law  Expense — General  

2,020.02 

964.00 

6,443.37 ! 
1,531.4* 

Insurance  

5,326.28 

7,770.46 

40,903.61 

Injuries  and  Damages 

1,263.49 

3.0S0.47 

5,870.11! 

Retirement  System  

5,396.04 

4,683.08 

31,222.74! 

Other  Miscellaneous  Expense 

8,590.09 

7,452.83 

50,815.71' i 

Maintenance  of  Communication  System 

9,913.34 

9,471.49 

59,612.8! 

Maintenance  of  Miscellaneous  Structures 

and  Equipment  

Regulatory  Commission  Expense 

1,691.39 

3,034.19 

36,211.3d  I 
3,500.011 

Depreciation 

Repairs  Charged  to  Reserve 

55,904.96 

166,217.60 

1,155,348.6!: 

-4,073.#! 

Total  General  and  Miscellaneous 

Expense ? 

131,134.54 

? 229,126.53 

? 1,583,331.7! 

San  Francisco  Water  Department 
Report  of  Audit 

For  fiscal  year  ending  June  30, 1933 


F.  W.  Lafrentz  & Co. 
Bullock,  Kellogg  & Mitchell 

Certified  Public  Accountants 


— — — • 
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F.  W.  Lafrentz  & Co. 
Bullock,  Kellogg  & Mitchell 

Certified  Public  Accountants 
1018-1021  Russ  Building 
San  Francisco,  Calif. 


December  11,  1933. 


Mr.  Leonard  S.  Leavy,  Controller,  City  and  County  of  San  Francisco, 
San  Francisco,  California. 

Dear  Sir:  Pursuant  to  instructions  we  have  made  an  audit  of  the 
accounts  of  the  San  Francisco  Water  Department  for  the  fiscal  year 
ended  June  30,  1933,  and  submit  herewith  our  report  thereon  together 
with  the  following  financial  statements: 

Exhibit  “A”  Balance  Sheet  as  at  June  30,  1933. 


Exhibit  “B” 
Schedule  1 

Schedule  2 

Schedule  3 
Schedule  4 
Schedule  5 

Schedule  6 
Schedule  7 

Schedule  8 


Income  Statement  for  fiscal  year  ended  June 
30,  1933. 

Analysis  of  Appropriations  and  Expenditures 
for  Extensions,  Improvements,  and  Replace- 
ments from  March  3,  1930,  to  June  30,  1933. 


Operating  Expenses — Source  of  Water  Sup- 
ply. 

Operating  Expenses — Pumping. 

Operating  Expenses — Purification. 

Operating  Expenses — Transmission  and  Dis- 
tribution. 

Operating  Expenses — Commercial  Expense. 

Operating  Expenses — General  and  Miscel- 
laneous Expense. 

Analysis  of  Water  Service  Charges  to  Mu- 
nicipal Departments. 


We  hereby  certify  that,  subject  to  the  comments  made  a part  of  this 
report,  in  our  opinion  the  above  statements  correctly  set  forth  the 
financial  condition  of  the  San  Francisco  Water  Department  on  June 
30,  1933,  and  the  result  of  operations  for  the  fiscal  year  ended  on 
that  date. 

Respectfully  submitted, 


F.  W.  LAFRENTZ  & CO., 

BULLOCK,  KELLOGG  & MITCHELL, 
Certified  Public  Accountants. 


(Wherever  italics  appear  in  this  report,  they  indicate  red  figures.) 
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Scope  of  the  Audit 

The  scope  of  our  audit  covered  the  verification  of  assets  and  liabili- 
ties as  shown  on  the  balance  sheet  together  with  such  examination  of 
the  accounting  records  as  in  our  opinion  was  necessary  to  establish 
their  general  accuracy  and  the  adequacy  of  control  of  the  financial 
operations  of  the  department. 

We  examined  payrolls,  vouchers,  and  numerous  reports  and  docu- 
ments in  order  to  thoroughly  satisfy  ourselves  that  all  transactions  had 
been  accurately  recorded  and  all  cash  collections  duly  accounted  for. 

The  courteous  cooperation,  during  the  course  of  the  audit,  of  the 
expert  for  the  Grand  Jury  and  of  the  department  executives  and  staff 
is  gratefully  acknowledged. 

Balance  Sheet — Exhibit  “A” 

The  following  comments  amplify  and  explain  items  appearing  on 
the  balance  sheet  submitted  herewith: 

Fixed  Capital— $46,325,002.00 

This  amount  represents  the  book  value  of  properties  and  certain 
other  assets  of  the  Spring  Valley  Water  Company  acquired  by  the 
City  and  County  of  San  Francisco  on  March  3,  1930,  together  with  the 
cost  of  subsequent  additions  thereto  made  by  the  Water  Department. 

No  classification  of  the  items  included  in  this  amount  is  submitted 
at  this  time  as  the  appraisal  by  the  City  Engineer  of  the  properties 
taken  over,  which  is  called  for  in  Ordinance  8691,  has  not  yet  been 
made.  When  this  appraisal  has  been  completed  the  new  property 
accounts  will  be  set  up  in  accordance  with  the  Railroad  Commission 
standard  water  utility  account  classifications,  and  adequate  deprecia- 
tion rates  will  then  be  established  so  that  proper  charges  to  opera- 
tions can  be  made.  Pending  the  appraisal,  the  ordinance  provides 
that  an  amount  of  $60,000.00  be  set  aside  each  year  for  depreciation. 
In  our  opinion  this  amount  is  inadequate. 

There  was  transferred  to  this  account  during  the  year  an  amount  of 
$980,292.80,  representing  acquisition  costs  which  under  former  practice 
were  being  amortized  by  monthly  charges  to  operations.  The  change 
in  accounting  practice  was  recommended  by  previous  auditors. 

The  fixed  capital  account  includes  the  cost  of  automobiles  in  the 
sum  of  $69,485.29.  Depreciation  has  been  accrued  at  the  rate  of  20% 
per  annum.  As  of  June  30,  1933,  the  reserve  totaled  $36,619.89  and 
the  net  book  value  was  $32,865.40. 

The  following  analysis  sets  forth  the  composition  of  the  fixed  capital 
account: 

Property  Acquired  from  Spring  Valley  Water  Co. : 


Original  Option  Price  as  of  March  1,  1920  $37,000,000.00 

Capital  Additions  by  Spring  Valley  Water 

Company  to  March  3,  1930 8,810,894.67 


$45,810,894.67 

Less:  Depreciation,  Salvage,  and  Trans- 
ferred Items  2,934,806.69 


Net  Value  of  Fixed  Property  Acquired  $42,876,087.98 

Municipal  Water  Works  Property $100,000.00 

Less:  Meters  Transferred  784.89  99,215.11 


General  Equipment  Acquired  March  3,  1930..  21,697.54 


Total  Estimated  Value  of  Fixed  Prop- 
erty, March  3,  1930 $42,997,000.63 

Add:  Acquisition  Expenses  and  Costs 

Assumed  980,292.80 


Total  Fixed  Capital  Investment, 

March  3,  1930 $43,977,293.43 
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Carried  forward  . . 

Additions  and  Betterments: 
General  Equipment,  Net. 
Sources  of  Water  Supply.. 
Fixed  Capital  under  Con 

struction 

Transmission  and  Distribu 

tion  System  

Pumping  Station  Equipment 
Buildings,  Structures,  and 

Grounds  

Purification  System  

Walnut  Orchard  

Landed  Capital,  Land  Pur- 
chased   


Years  Year 

1930-31-32  1932-33 

$43,977,293.43 

$ 6G, 989.51  $ 4,850.71 

1,068,448.41  23,327.52 

4,894.07  47,970.25 

1,139,130.06  239,495.43 
27,652.86 

7,993.10  5.37G.85 

5,220.27  2,282.00 

1,140.31 

6,509.20  24,000.00 


$2,327,977.79  $337,601.34  2,665,579.13 


Less : Adjustments  and 

Transfers 


Sales  of  Property  and 

Rights  of  Way 

Salvage  on  Abandoned 
Property  


$46,642,872.56 

$ 12,151.41 
52,323.06 

4,457.42  68,931.89 


Less:  Abandoned  Property. . 
Property  Used  by  Other 
Departments 


$46,573,940.67 

$ 87,054.90 

161,883.77  248,938.67 


Total  Fixed  Capital,  June 
30,  1933  


$46,325,002.00 


It  will  be  noted  from  this  analysis  that  there  has  been  excluded  two 
items  representing  abandoned  property  and  property  used  by  other 
departments.  These  have  been  reported  elsewhere  as  deferred  items. 
They  cover  assets,  part  of  the  original  properties  acquired  from  the 
Spring  Valley  Water  Company,  which  have  been  abandoned,  and  prop- 
erty utilized  by  the  City  and  County  of  San  Francisco  for  boulevard, 
street,  and  other  purposes.  The  values  stated  were  based  on  the 
Railroad  Commission  valuation  of  March,  1930. 

No  consideration  has  passed  to  the  Water  Department  for  the  use 
of  these  properties  and  no  title  has  been  transferred.  We  suggest 
that  consideration  be  given  to  this  matter  so  that  it  may  be  adjusted 
properly. 

The  operating  ordinance  requires  the  department  to  submit  its  bud- 
get annually  to  the  Board  of  Supervisors.  In  the  budget  for  the  fiscal 
year  ended  June  30,  1933,  an  amount  of  $390,000.00  was  appropriated 
for  additions  and  betterments.  Additional  appropriations  of  a net 
amount  of  $161,373.84  were  subsequently  made  from  savings  on  other 
budget  items  which  resulted  in  an  amount  of  $551,373.84  as  the  total 
set  aside  for  additions  and  betterments  during  the  year. 

Under  Schedule  1 of  this  report  we  have  compiled  a condensed 
statement  setting  forth  the  total  authorization  and  expenditure  for 
additions  and  betterments  since  March  3,  1930. 


Current  Assets— §1,115,751.89 

Water  Revenue  Fund — §296,546.16 

In  accordance  with  provisions  of  Ordinance  8691,  all  receipts  from 
operations  are  paid  into  this  fund.  Operating  expenses  are  paid  there- 
from and  transfers  are  made  to  other  funds  for  certain  definite  pur- 
poses, the  limitations  of  which  are  clearly  defined  in  the  ordinance. 

A reconciliation  of  the  above  amount  with  the  records  of  the  Treas- 
urer of  the  City  and  County  of  San  Francisco  follows: 


Treasurer’s  Balance  $ 301,441.83 

Less;  Warrants  Outstanding...  74,426.76 


Add:  Deposits  subsequently 

Made  with  Treasurer 

Cash  on  Hand $ 

Cash  in  Banks 


$ 227,015.07 


21,433.16 

20,499.60 


Amount  Due  from  Water  Ex- 
tension Reserve  Cover- 
ing June  Expenditures 
but  Transfer  Made  in 

July  

Amount  Due  from  Deprecia- 
tion Reserve  Fund  Cov- 
ering Warrant  Paid  in 
Error  from  Wrong  Fund 
and  Corrected  in  July. 


$ 41,932.76 


25,503.33 


2,095.00  69,531.09 


$ 


296,546.16 


Revolving  Fund — §30,000.00 

Cash  funds  in  the  custody  of  certain  employees  were  verified  by 
actual  count  or  reconciliation  with  bank  certificates.  We  did  not  count 
the  small  change  funds  (thirty-one  in  number)  which  were  in  the  hands 
of  collectors  and  are  included  in  the  fund  of  the  Water  Sales  Divi- 
sion, but  we  inspected  the  documents  evidencing  the  employees’ 
acknowledgment  of  the  amounts  charged  to  them. 

An  analysis  of  the  revolving  fund  is  as  follows: 


Cash  in  Banks: 

General  Manager’s  Revolving 

Fund $ 

Consumers’  Deposit  Account... 
Consumers’  Adjustment  Account 


18,072.61 

1,000.00 

500.00  $ 19,572.61 


Vouchers  Not  Reimbursed: 

In  Transit  and  on  Hand. 


Other  Funds: 

Water  Sales  Division 8 1,900.00 

Peninsula  Division  300.00 

Alameda  Division  200.00 

Bryant  Street  Yard 150.00 

General  Cashier  100.00 


7,777.39 


2,650.00 


$ 


30,000.00 


Attention  has  been  called  in  a previous  audit  report  to  the  fact  that 
deposits  in  the  Water  Revenue  and  General  Manager’s  revolving  funds 
are  not  protected  by  collateral  of  the  depositories  involved.  We  be- 
lieve that  this  situation  should  be  remedied. 


Accounts  Receivable — $564,932.17 

Consumers’  Accounts — $535,473.97 

The  system  of  accounting  for  consumers’  accounts  was  changed  on 
August  1,  1933,  which  added  considerably  to  the  work  entailed  in  the 
examination  of  the  individual  accounts  prior  to  that  date.  Reclassi- 
fication of  the  control  districts  under  the  new  system  necessitated  re- 
arrangement of  consumers’  accounts  with  a consequent  break  up  of 
the  sequence  of  ledger  cards  in  use  during  the  period  covered  by 
our  audit. 

However,  by  comprehensive  tests  we  have  concluded  that  the  con- 
sumers’ transactions  were  properly  recorded  during  the  period  and 
that  the  control  accounts  were  in  agreement  with  the  general  records 
of  the  utility. 

For  further  comment  the  accounts  have  been  classified  as  follows: 

Live  Accounts  $ 509,955.79 

Suspended  Accounts $ 52,121.28 

June  Collections  Made  by  Bureau 
of  Delinquent  Revenue,  but  Paid 
into  the  Water  Revenue  Fund 

in  July  194.15  51,927.13 


$ 561,882.92 

Less:  Reserve  for  Uncollectible  Ac- 
counts   2,751.81 


$ 559,131.11 

Less:  Net  Credit  Balance  of  Mu- 
nicipal Departments  after  Ap- 
plication of  Comparison  Charges 

to  Offset  23,657.14 


Net  Consumers’  Accounts $ 535,473.97 

The  Suspended  Accounts  cover  items  of  uncertain  collectibility 
which  are  transferred  to  this  account  for  convenience  in  control  and 
for  purposes  of  reporting  to  the  Bureau  of  Delinquent  Revenue  in  ac- 
cordance with  Ordinance  9133.  Some  of  the  items  included  with  the 
Suspended  Accounts  were  taken  over  from  the  Spring  Valley  Water 
Company  and  a reserve  for  $2,751.81  is  carried  to  take  care  of  possible 
losses  in  this  connection.  No  other  reserve  has  been  provided.  Dur- 
ing the  year  uncollectible  accounts  aggregating  $19,160.80  were  charged 
to  profit  and  loss. 

Our  examination  of  the  individual  accounts  discloses  the  fact  that 
no  uniform  system  prevails  as  to  the  discontinuance  of  service  to  de- 
linquent consumers.  Included  with  the  “live”  accounts,  for  example, 
were  consumers’  cards  showing  service  was  still  being  given  although 
the  accounts  were  several  months  overdue.  In  like  manner  the  sus- 
pended accounts  contained  cards  which  showed  service  had  not  been 
discontinued  although  accounts  were  considerably  over  sixty  days 
delinquent. 

We  are  of  the  opinion  that  a more  definite  policy  should  be  carried 
out  as  to  the  period  for  which  service  should  be  given  to  delinquent 
consumers. 

With  regard  to  the  efforts  being  made  to  collect  on  overdue  accounts 
which  are  still  on  the  records  or  have  been  written  off,  very  little  has 
been  accomplished  through  the  Bureau  of  Delinquent  Revenue  to  whom 
reports  of  delinquencies  are  made.  We  feel  that  this  is  due  to  the 
lack  of  sufficient  deputies  to  enable  the  Bureau  to  function  as  Ordi- 
nance 9133  intended  it  should.  The  item  of  $19,160.80  referred  to  above 
as  representing  uncollectible  accounts  charged  to  profit  and  loss  for 
the  year  contains  approximately  3,200  consumers  accounts,  which  is 
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indicative  of  the  work  entailed  in  enforcing  collection.  The  sugges- 
tion is  made  that  the  cost  of  employing  one  or  two  deputies  under  the 
Bureau  of  Delinquent  Revenue,  to  be  engaged  solely  in  tracing  debtors 
and  enforcing  collections  in  connection  with  the  accounts  of  the  Water 
Department,  would  probably  be  more  than  justified  by  additional 
collections. 

Consumers  accounts  charged  to  profit  and  loss  for  the  last  three 
years  and  the  balance  of  suspended  accounts  at  June  30  is  shown 
below: 

Suspended. 

Accounts  Charged  Off  Accounts  June  30 


1930- 31  $14,512.48  $19,778.49 

1931- 32  18,043.69  31,123.37 

1932- 33  19,160.80  52,121.28 


From  the  foregoing  figures  it  will  be  seen  that  there  has  been  quite 
an  increase  in  the  accounts  held  in  the  suspended  file. 

With  regard  to  the  water  bills  for  consumers  who  are  receiving  un- 
employment relief,  we  were  informed  that  a special  ■ arrangement  ob- 
tains whereby  the  current  bill  is  paid  by  the  disbursing  charity  as 
long  as  the  consumer  is  receiving  relief.  When  the  consumer  goes 
off  relief  he  then  assumes  liability  for  current  bills  and  also  liability 
for  the  delinquent  accounts  for  the  period  prior  to  his  receiving  the 
relief. 

In  connection  with  water  and  service  furnished  to  departments  of 
the  City  and  County  of  San  Francisco,  Ordinance  8691  provides  for 
the  setting  up  of  taxes  which  would  have  been  payable  to  the  City 
and  County  upon  the  properties  of  the  Water  Department  if  they 
were  privately  owned.  The  Ordinance  further  provides  that  these  taxes 
shall  offset  any  amount  shown  as  due  for  water  and  service  from 
municipal  departments  and  that  the  overplus  or  excess  shown  as  due 
from  the  departments  shall  be  paid  from  the  General  or  other  funds 
of  the  City  and  County  to  the  Water  Department  and  charged  against 
the  various  departments  in  accordance  with  the  water  and  service 
furnished  to  each. 

In  computing  the  tax  offset  the  assessed  valuation  of  the  Spring 
Valley  Water  Company  properties  for  the  year  1930  has  been  used  as 
no  subsequent  assessed  value  is  available.  The  tax  rate  used  is  that 
established  for  the  year  1930  at  $4.04.  No  adjustment  in  the  computa- 
tion has  been  made  for  additions  to  property  or  for  reduction  of 
tax  rate. 

Predicated  upon  the  above  the  application  of  the  Ordinance  for  the 
period  during  which  the  utility  has  been  publicly  owned  has  resulted 
in  an  excess  comparison  charge  of  $23,637.14.  For  the  year  ended  June 
30,  1932,  there  was  an  under  charge  of  $17,884.31  and  for  the  current 
year  an  overcharge  of  $8,577.22. 

It  was  noted  that  the  application  of  the  Ordinance  is  not  uniform. 
Some  city  departments  are  paying  the  water  charge  and  some  are  not. 

In  Schedule  8 there  is  presented  a record  of  water  charges  to  and 
collections  from  city  departments  from  March  30,  1930,  to  June 
30,  1933. 

We  believe  that  an  opinion  should  be  requested  from  the  City  Attor- 
ney as  to  the  interpretation  of  the  provisions  of  the  Ordinance. 

Municipal  Departments — $10,756.71 

This  account  consists  chiefly  of  an  amount  of  $10,000.00  covering 
advances  made  in  April,  1932,  to  the  Public  Utility  Commission  in 
connection  with  the  Bureau  of  Engineering  payroll.  This  amount  has 
since  been  paid. 

The  balance  of  the  above  amount  represents  an  aggregation  of  small 
amounts  due  from  different  departments  of  the  city,  all  of  which 
have  since  been  settled. 
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Sundry  Debtors — $18,701.49 

This  item  is  made  up  of  $5,733.44  representing  an  estimated  amount 
due  from  the  Walnut  Growers’  Association  in  connection  with  the  cur- 
rent year’s  walnut  crop.  The  estimate,  we  were  informed,  was  based 
on  figures  supplied  by  the  Association. 

The  remainder  of  this  amount,  $12,968.05,  covers  sundry  charges 
for  rentals,  repairs,  etc.,  of  which  $5,031.50  are  ninety  days  or  more 
overdue.  Of  the  latter  amount  $2,238.21  is  due  from  the  Crystal  Springs 
Country  Club  and  is  secured  by  a trust  agreement.  The  balance, 
$2,793.29,  contains  accounts  of  doubtful  collectibility. 

Items  under  this  caption  generally  have  not  been  turned  over  to  the 
Delinquent  Revenue  Bureau  for  collection. 

Materials  and  Supplies — $224,273.56 

The  items  represented  by  the  above  amount  are  distributed  over 
the  following: 


City  Distribution  System $147,919.45 

Special  Construction  Material 26,950.38 

Peninsula  Division  52,254.20 

Alameda  Division  2,520.82 

Calaveras  Warehouse  713.99 

Hay  and  Grain  760.88 

Stationery  and  Office  Supplies 143.35 

Postage  Stamps  45.26 


$231,308.33 

Less:  Materials  and  Supplies  Suspense 7,034.77 


$224,273.56 

A physical  inventory  of  the  City  Distribution  System  Stores  was 
taken  on  June  30,  1933,  and  an  adjustment  of  approximately  $700.00 
was  subsequently  made  in  September.  The  inventory  list  submitted 
to  us  was  subjected  to  many  and  varied  test  checks  and  we  feel  satis- 
fied as  to  its  general  mathematical  accuracy.  The  pricing  we  were  in- 
formed was  at  average  cost. 

The  special  construction  material  consists  of  bulk  purchases  made 
in  May  and  June  in  order  to  benefit  by  advantageous  prices.  This  ma- 
terial was  paid  for  out  of  the  Water  Extension  Reserve  Fund. 

No  inventories  have  been  taken  at  either  the  Peninsula  or  Alameda 
divisions  since  June,  1932,  so  these  accounts  were  accepted  as  reported 
on  the  records. 

There  has  been  no  change  in  the  Calaveras  Warehouse  account  dur- 
ing the  year.  This  account  represents  the  book  value  of  certain  con- 
struction material  and  supplies  purchased  by  the  Spring  Valley  Water 
Company  in  connection  with  construction  of  the  Calaveras  Dam.  This 
material  was  taken  over  by  the  Water  Department  in  March,  1930, 
and  we  were  informed  that  its  usefulness  is  doubtful. 

The  hay  and  grain  item  of  $760.88  represents  the  inventory  of  barley 
and  straw  on  hand  at  June  30,  1933,  and  the  items  of  stationery,  office 
supplies,  and  stamps  all  appear  to  be  in  order. 

The  materials  and  supplies  suspense  credit  represents  the  differ- 
ence between  the  actual  and  book  inventories  and  is  being  carried 
forward  pending  adjustment  by  appraisal. 

Special  Funds  with  Treasurer — $2,523,274.20 

These  funds  were  created  by  transfer  from  the  Water  Revenue  Fund 
and  are  segregated  in  the  balance  sheet  as  follows: 

The  Bond  Redemption  Fund  is  for  the  purpose  of  meeting  retire- 
ment of  Spring  Valley  Bonds  on  July  1,  1933,  and  the  Bond  Interest 
Fund  is  for  redeeming  maturing  coupons. 

The  Water  Extension  Reserve  Fund  was  established  for  the  pur- 
pose of  covering  costs  of  extensions,  renewals,  and  replacements.  An 
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analysis  of  this  fund  together  with  the  reconciliation  with  the  City 
Treasurer’s  records  is  as  follows: 


Balance,  June  30,  1932 $ 175,819.36 

Add:  Appropriations  as  per  1932-33 

Budget $ 470,000.00 

Transfer  from  Water  Revenue 
Fund  Covering  Improve- 
ments in  Daly  Hill  District  42,000.00  512,000.00 

$ 687,819.36 

Deduct:  Expenditures  for  Fiscal 

Year 318,129.24 

Balance  as  per  Audit  Statement. ...  $ 369,690.12 

Add:  June  Expenditures  Paid  by 

Treasurer  in  July  25,503.33 


Treasurer’s 


$ 395,193.45 


The  Depreciation  Reserve  Fund  was  created  in  accordance  with 
Ordinance  8691  by  the  transfer  of  $60,000.00  per  year  from  the  Water 
Revenue  Fund.  As  referred  to  before,  this  fund  is  entirely  inadequate 
in  our  opinion.  The  Ordinance  calls  for  an  appraisal  of  the  Water 
Department  properties  by  the  City  Engineer  with  a view  to  determin- 
ing the  proper  annual  rate  of  depreciation  to  be  charged.  When  this 
has  been  completed  an  adjustment  of  the  rate  is  in  order. 

The  only  expenditures  so  far  paid  out  of  this  fund  cover  the  pur- 
chase of  a Cadillac  automobile  which  replaced  an  old  Packard  auto- 
mobile, and  the  cost  of  replacing  wire  and  pole  structure  on  the 
Millbrae  Crystal  Springs  transmission  line.  This  latter  expenditure, 
however,  was  reimbursed  by  a transfer  from  the  Water  Revenue  Fund. 


A reconciliation  with  the  balance  shown  on  the  records  of  the  City 
Treasurer  follows: 


Treasurer’s  Balance  $ 202,256.96 

Deduct: 

Outstanding  Warrant  No.  2403.$  2,256.96 

Cost  of  Cadillac  Automobile 
Paid  out  of  the  Water  Rev- 
enue Fund  in  Error  and 

Corrected  in  July,  1933...  2,095.00  4,351.96 

$ 197,905.00 

The  Land  Purchase  Fund  was  established  by  Ordinance  9.021  of 

July  12,  1932,  and  carries  out  the  provisions  of  Section  92  of  the  New 
Charter  which  requires  that  proceeds  of  land  sales  shall  be  applied 
to  the  purchase  of  additional  lands.  In  compliance  with  these  pro- 
visions the  following  transactions  have  passed  through  the  fund: 


Sale  of  Easement  to  Pacific  Gas  & 

Electric  Company  

Sale  of  Four  Lots  to  J.  Chavez 

Sale  of  7.021  Acres  of  Balboa  Reser- 
voir Site  


Deduct:  Expenses  of  Sale $ 

Purchase  by  Water  Department 
of  Lots  in  Mission  District. 


Add:  Interest  Earned  by  Land  Pur- 
chase Fund  


$ 

16,570.00 

12,000.00 

34,647.04 

$ 

124.80 

63,217.04 

24,000.00 

24,124.80 

$ 

39,092.24 

411.65 

$ 

39,503.89 
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The  Special  Deposit  Fund  was  created  for  the  purpose  of  holding 
deposits  made  by  customers  as  guarantee  for  the  payment  of  their 
bills  and  for  construction  advances. 

This  fund,  which  was  verified  by  cash  count,  certification  of  the 
bank,  and  examination  of  the  Treasurer’s  records,  is  made  up  as 
follows: 


Cash  on  Hand $ 146.00 

Cash  in  Bank 76.00 

Treasurer’s  Balance  44,303.19 


$ 44,525.19 


Deferred  Charges  and  Unadjusted  Debits — $339,098.48 

These  items  are  classified  on  the  balance  sheet  and  represent  in  the 
sequence  of  their  captions  the  following: 

Prepayments — $56,545.81 

This  amount  includes  $48,750.00  covering  the  unamortized  balance 
of  a payment  made  in  1931  to  the  East  Bay  Municipal  Utility  District 
in  connection  with  a “standby”  service  available  to  the  Water  De- 
partment for  a period  ending  December  31,  1933.  The  balance  of  this 
amount  includes  prepaid  insurance,  rents,  walnut  orchard  advances 
and  other  prepaid  expense. 

Property  Abandoned  or  Used  by  Other  Departments — $248,938.67 

Reference  to  the  schedule  included  with  the  comments  dealing  with 
fixed  capital  discloses  that  of  this  amount  $87,054.90  is  the  value  of 
property  abandoned  and  $161,883.77  is  the  value  of  property  used  by 
other  departments.  The  amount  involved  in  abandoned  property  is 
being  held  in  suspense  pending  the  outcome  of  the  appraisal  required 
by  Ordinance  8691. 

With  respect  to  the  second  item,  it  is  suggested  that  consideration 
be  given  to  a basis  upon  which  title  can  be  transferred  to  the  depart- 
ments using  the  properties. 

Miscellaneous  Unadjusted  Debits — $33,614.00 

‘ There  is  included  in  this  account  an  amount  of  $29,958.33  repre- 
senting charges  against  the  Park  Commission  for  rental  of  Harding 
Memorial  Park  Golf  Links  from  March,  1930,  to  June,  1933.  The  basis 
for  these  charges  is  an  agreement  between  the  Park  Commission  and 
the  Spring  Valley  Water  Company  the  properties  of  whom  were 
acquired  by  the  Water  Department  in  March,  1930.  Nothing  has  ever 
been  paid  by  the  Park  Commission  to  the  Water  Department  on  be- 
half of  these  rentals.  The  recommendation  is  made  that  the  status  of 
this  charge  be  determined  and  proper  adjustment  made.  The  balance 
of  this  amount  covers  payroll  deductions  in  transit,  accrued  rents,  and 
miscellaneous  items,  all  of  which  have  been  verified  and  are  in  order. 

Contingent  Assets,  Claim  for  Tax  Refunds 

In  the  course  of  our  examination  of  the  expenditures  and  the  docu- 
ments supporting  same  it  was  noticed  that  various  county  taxes  on 
Water  Department  property  have  been  paid  under  protest.  Certain  of 
the  taxes  on  property  located  in  Aiameda  County  were  the  subject  of 
a suit  in  the  Superior  Court  where  adjudication  was  against  the  Water 
Department.  Appeal  has  been  taken  to  the  Supreme  Court  and  the  re- 
sult of  the  case  is  not  yet  known.  Certain  taxes  in  San  Mateo  County 
have  also  been  paid  under  protest  but  it  is  believed  refund  of  a portion 
may  materialize  without  the  necessity  of  taking  the  matter  to  court. 
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Funded  Debt— $37,000,0^0.00 

The  purchase  of  the  spring  Valley  Water  Company  was  financed  by 
the  issue  of  $41,000,000.00  4 %%  serial  bonds,  maturing  $1,000,000.00 
annually,  from  July  1,  1930,  to  July  1,  1970,  inclusive.  Bonds  outstand- 
ing at  June  30,  1933,  were  $38,000,000.00  of  which  $1,000,000.00  matures 
on  July  1,  1933. 

We  did  not  verify  the  bonds  canceled  during  the  fiscal  year  1932-33, 
the  same  having  been  verified  by  the  accountants  engaged  in  the  audit 
of  the  records  of  the  Controller  of  the  City  and  County  of  San  Fran- 
cisco. 

Funded  Debt  Accrued  and/or  Unpaid — $1,871,650.00 

Under  this  caption  we  have  stated  the  liability  for  bonds  maturing 
and  coupons  due  on  July  1,  1933,  and  also  matured  coupons  unpaid  at 
that  date. 

We  were  not  able  to  verify  the  coupons  paid  during  the  year  under 
review  due  to  the  method  in  which  the  canceled  documents  are  filed. 
We,  however,  verified  the  fact  that  the  Treasurer’s  payments  were  in 
agreement  with  the  records  of  the  Water  Department. 

Current  Liabilities — $152,344.58 

Accounts  Payable — $110,362.09 

In  so  far  as  it  was  possible  to  ascertain,  this  account  includes  all  lia- 
bilities of  the  Water  Department  which  are  not  stated  elsewhere  in  this 
report.  Included  in  this  amount  is  an  item  of  $13,446.25  representing 
the  unpaid  accrual  for  rent  of  the  Newark-San  Lorenzo  Pipe  Line,  and 
an  amount  of  $2,801.05  covering  deposits  refundable  to  consumers  in 
connection  with  the  consumers’  deposit  and  advance  accounts  referred 
to  hereafter,  for  which  the  department  had  not  been  reimbursed  from 
the  Special  Deposit  Fund  at  June  30,  1933. 

A contingent  liability  exists  for  material  on  order  but  not  cleared 
of  approximately  $113,000.00  and  for  contracts  awarded  amounting  to 
about  $126,000.00. 

Consumers’  Deposits — $23,001.61 

This  amount  consists  of  $22,743.26  representing  deposits  made  by 
consumers.  Among  these  deposits  are  several  for  which  the  Water 
Department  assumed  liability  when  the  system  was  taken  over  from 
the  Spring  Valley  Water  Company.  An  amount  of  $258.35  is  included 
herein  to  cover  liability  for  one  year’s  interest  on  these  old  Spring 
Valley  deposits. 

Consumers’  Advances  for  Construction — $18,980.88 

This  liability  covers  deposits  made  by  prospective  water  consumers 
to  cover  the  cost  of  water  facilities  to  be  installed. 

Deferred  and  Unapplied  Credits — $49,101.86 

Unearned  Rents  and  Rents  in  Suspense — $37,033.46 

The  chief  item  in  this  account  is  an  amount  of  $29,958.33  covering 
rental  by  the  Park  Commission  of  Harding  Memorial  Park  Golf  Links 
commented  upon  in  the  foregoing.  This  amount  has  not  been  taken 
into  the  earnings  of  the  Water  Department  but  is  held  in  suspense. 
The  balance  of  the  above  amount  represents  rents  billed  in  advance 
and  applicable  to  a future  period. 

Miscellaneous  Credits — $12,068.40 

This  amount  includes  an  item  of  $9,280.31  representing  a reserve 
built  up  by  an  over  distribution  chiefly  of  transportation  expense  prior 
to  November,  1932,  which  will  be  absorbed  in  a future  period.  The 
balance  represents  the  estimated  liability  for  work  orders  received, 
set  up  for  purposes  of  record,  and  other  unadjusted  credits. 
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Reserves — $239,937.51 

The  depreciation  reserve  is  an  offset  to  Depreciation  Reserve  Fund 
referred  to  elsewhere. 

The  Casualty  and  Insurance  Reserve  is  an  unfunded  reserve  built 
up  by  credits  based  on  the  payroll  and  on  rates  approved  by  the  Cali- 
fornia State  Insurance  Fund.  Additions  to  the  reserve  in  the  amount 
of  $22,016.75  and  payments  aggregating  $16,205.29  were  recorded  dur- 
ing the  year  under  review. 

Surplus— $10,990,092.62 

The  excess  of  the  assets  over  all  liabilities,  deferred  credits,  and  re- 
serves is  represented  by  the  amount  of  $10,990,092.62.  Amplifying  the 
break  down  shown  on  the  balance  sheet  the  following  summary  is  pre- 
sented: 

Excess  Earnings  of  Spring  Valley 
Water  Company  from  1922  to 
1930  and  representing  a Reduc- 
tion of  the  Purchase  Price,  in 
accordance  with  Railroad  Com- 


mission Order  $ 4,152,652.24 

Valuation  Placed  on  Municipal  Wa- 
ter Works  100,000.00 

Surplus  from  Operations  6,737,440.38 


$ 10,990,092.62 


The  following  statement  analyzes  in  detail  the  surplus  from  opera- 
tions and  its  disposition. 


Net  Income  of  San  Francisco  Water  Department: 


$ 7,713,852.92 


123,776.61 


$ 7,837,629.53 

Deduct: 

Transfer  to  Balance  Accounts 
and  Offset  Deficit  in  County 

Line  Water  Company $ 19,189.15 

Contributed  to  the  General  Fund 
of  the  City  and  County  of 

San  Francisco  1,081,000.00  1,100,189.15 


March  3,  1930  to  June  30,  1932 $ 5,324,544.37 

Fiscal  Year  ended  June  30,  1933,  as 

per  Exhibit  “B” 2,389,308.55 

Add: 

Cancelation  of  prior  Year 
Charges  for  Amortization  of 

Acquisition  Expense  $ 108,965.72 

Adjustment  in  Sale  of  Packard 

Car  2,095.00 

Balboa  Park  Reservoir  Site  Sale 

Adjustment  12,715.89 


Total  Surplus  from  Operations. 


$ 6,737,440.38 


Appropriated  as  follows: 

For  Additions  and  Betterments . $ 3,004,647.24 


For  Bond  Redemption 3,000,000.00 

To  Land  Purchase  Fund 13,002.74 

To  Unappropriated  Surplus 719,790.40 


$ 6,737,440.38 
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The  changes  in  surplus  which  have  occurred  during  the  current  year 
are  reconciled  with  the  balance  of  surplus  at  June  30,  1932,  as  set  forth 
in  the  report  of  audit  for  the  fiscal  year  ended  that  date,  as  follows: 

Balance  of  Surplus,  as  per  Audit  Report,  June  30, 

1932  $ 9,285,007.46 

Net  Income  for  fiscal  year  ended  June  30,  1933,  as 

per  Exhibit  “B” 2,389,308.55 

Cancellations  of  prior  year  Charges  and  Adjustments 

in  Sales  123,776.61 


$ 11,798,092.62 

Less:  Transferred  to  General  Fund  of  the  City  and 

County  of  San  Francisco 808,000.00 


Balance  of  Surplus  June  30,  1933,  as  per  Exhibit 

“A” $ 10,990,092.62 

With  respect  to  transfers  to  the  General  Fund  we  note  that  a ques- 
tion was  raised  by  the  auditors  in  the  prior  year  report  as  to  the  ap- 
plication of  Section  129  of  the  new  Charter.  While  we  are  not  in  agree- 
ment with  the  interpretation  advanced,  we  believe  that  it  would  be 
advisable  to  secure  an  opinion  from  the  City  Attorney  as  to  the  effect 
of  Sections  127  and  129  of  the  new  Charter  upon  the  method  of  handling 
transfers. 

Income  Statement — Exhibit  “B” 

This  statement  reflects  the  operations  of  the  Water  Department  for 
the  fiscal  year  ended  June  30,  1933.  The  application  to  actual  net  in- 
come of  comparison  charges  and  credits  required  by  law  is  indicated 
hereunder. 

Net  Income  per  Income  Statement,  Ex- 
hibit “B”  $ 2,389,308.55 

Add  Income  for  Comparison  Purposes: 

Portion  of  Sales  Price  of  Water  to 
Municipal  Departments  which  is 
Offset  by  Comparison  Taxes  as 

per  Ordinance  8691 358,490.28 


$ 2,747,798.83 

Less  Additional  Expenses  for  Comparison  Purposes: 

Federal  and  State  Taxes $ 346,819.57 

City  and  County  Taxes 358,490.28  705,309.85 


Net  Income  for  Comparison  Purposes. . . 


$ 2,042,488.98 
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ij’ixed  Capital 


EXHIBIT  “A” 

City  and  County  of  San  Francisco 
SAN  FRANCISCO  WATER  DEPARTMENT 

BALANCE  SHEET 
As  at  June  30,  1933 

ASSETS 


$46,325,002.00 


jpurrent  Assets: 

The  Water  Revenue  Fund  

Revolving  Fund  

Accounts  Receivable 

Consumers $535,473.97 

Municipal  Departments  10,756.71 

Sundry  Debtors  18,701.49 


Materials  and  Supplies  

Special  Funds  with  Treasurer: 

Bond  Redemption  Fund  

Bond  Interest  Fund  

Water  Extension  Reserve  Fund 
Depreciation  Reserve  Fund 

Land  Purchase  Fund  

Special  Deposit  Fund  


>eferred  Charges  and  Unadjusted  Debits: 

Prepayments 

Property  abandoned  or  used  by  Other  Departments . . . 
Miscellaneous  Unadjusted  Debits  


$ 296,546.16 
30,000.00 


564,932.17 

224,273.56 


$1,000,000.00 

871.650.00 
369,690.12 

197.905.00 
39,503.89 
44,525.19 


$ 56,545.81 

248,938.67 
33,614.00 


1,115,751.89 


2,523,274.20 


339,098.48 


$50,303,126.57 


(Exhibit  “A”  continued  on  next  page) 
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EXHIBIT  "A”  (Continued) 

City  and  County  of  San  Francisco 
SAN  FRANCISCO  WATER  DEPARTMENT 
BALANCE  SHEET  (Continued) 

As  at  June  30,  1933 


LIABILITIES  AND  SURPLUS 


Funded  Debt: 

Spring  Valley  4 y2  Serial  Bonds  $38,000,000.00 

Less:  Serial  Redemption  due  July  1,  1933 1,000,000.00 


Funded  Debt  Accrued  and/or  Unpaid: 

Bonds  Maturing  July  1,  1933 $1,000,000.00 

Bond  Interest  Payable  July  1,  1933 855,000.00 

Matured  Coupons  Unpaid 16,650.00 


Current  Liabilities: 

Accounts  Payable  $ 110,362.09 

Consumers’  Deposits  23,001.61 

Consumers’  Advances  for  Construction  18,980.88 


Deferred  and  Unapplied  Credits: 

Unearned  Rents  and  Rents  in  Suspense $ 37,033.46 

Miscellaneous  Credits  12,068.40 


Reserves : 

Depreciation  Reserve  $ 197,905.00 

Casualty  and  Insurance  Reserve  42,032.51 


Surplus: 

City’s  Pro  Rata  of  Earnings  of  Spring  Valley  Water 

Co.,  1922  to  1930  $4,152,652.24 

Valuation  of  Municipal  Water  Works 100,000.00 

Surplus  from  Operations 


Appropriated  for  Additions  and 

Betterments $3,004,647.24 

Appropriated  for  Bond  Redemption  3,000,000.00 
Appropriated  to  Land  Purchase  Fund  13,002.74 
Unappropriated  Operating  Surplus 719,790.40  6,737,440.38 


$37,000,000.0 


1,871,650.0 


152,344.5 


49,101.8 


239,937.5 


10,990,092.6 


$50,303,126.5 
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EXHIBIT  “B” 

City  and  County  of  San  Francisco 
SAN  FRANCISCO  WATER  DEPARTMENT 

INCOME  STATEMENT 
For  the  Fiscal  Year  Ended  June  30,  1933 


Operating  Revenue : 

' Commercial  Sales,  San  Francisco  $ 6,028,207.12 

’ Commercial  Sales,  Suburban 232,846.15 

S Municipal  Departments  76,750.67 

operating  Expenses: 

Source  of  Water  Supply,  Schedule  2 $ 257,023.06 

Pumping,  Schedule  3 393,628.71 

Purification,  Schedule  4 29,823.42 

1 Transmission  and  Distribution,  Schedule  5 266,861.91 

Commercial,  Schedule  6 342,813.88 

General  and  Miscellaneous,  Schedule  7 239,719.62 

I Taxes,  Actual  284,639.53 

I Depreciation 60,000.00 

} Uncollectable  Water  Bills  19,160.80 


Net  Operating  Revenue 

Jither  Income: 

Rent  from  Buildings,  Land,  etc $ 73,568.52 

|l  Walnut  Orchard  Sales 28,982.12 

i Interest  Earned 39,782.77 

| Miscellaneous 38.78 


I icome  Deductions: 

ij  Interest  on  Funded  Debt $ 1,710,000.00 

|l  Rent  Deductions  448,065.98 

I Agricultural  Division,  Walnut  Orchard  and 

Rent  Expense 39,093.68 

t Uncollectible  Non  Operating  Revenue 36.99 


$6,337,803.94 


1,893,670.93 


$4,444,133.01 


142,372.19 


$4,586,505.20 


Net  Income,  Fiscal  Year  Ended  June  30,  1933. 


$2,389,308.55 
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SCHEDULE  1 

City  and  County  of  San  Francisco 
SAN  FRANCISCO  WATER  DEPARTMENT 

ANALYSIS  OF  APPROPRIATIONS  AND  EXPENDITURES  FOR 


EXTENSIONS,  IMPROVEMENTS  AND  REPLACEMENTS 
From  March  3,  1930  to  June  30,  1933 


Encum- 

TJnen- 1 

Net 

Total 

brances 

cumbered  ' 

Appropriations 

Expenditures 

Outstanding 

Balances 

Normal  Extensions,  1931-32  

$ 833,476.03 

$ 739,341.16 

$ 80,366.20 

$ 13,768.67 

Sunset  Wells 

205,000.00 

197,988.84 

7,011.16 

Pleasanton  Wells 

123,960.00 

117,376.98 

6,583.02 

Upper  Alameda  Tunnel 

724,617.01 

724,617.01 

University  Mound  Pipe  Line 

230,000.00 

227,140.95 

2,859.05 

Crystal  Springs,  New  Pump 

9,000.00 

3,614.17 

5,385.83 

Crystal  Springs,  San  Andreas  Flume . . 

176,871.22 

176,871.22 

Crystal  Springs  Reservoir  Outlet 

115,000.00 

110,212.29 

4,787.71 

Potrero  Heights  Reservoir  Roof 

3,000.00 

2,374.74 

625.26 

Machinery  and  Equipment  Shop 

11,085.74 

11,085.74 

Crystal  Springs  New  Pump  Station. . . 

20,000.00* 

Crystal  Springs  Force  Main 

20,000.005 

40,000.00 

Crystal  Springs,  Forebay  Bridge 

2,500.00 

964.87 

1,535.13 

Chlorinator 

2,500.00 

2,017.87 

482.13 

Niles  Aqueduct,  Flume  

8,000.00 

8,000.00 

Main  under  W.  P.  Track 

2,500.00 

2,500.00  | 

Sawyer  Camp,  Cottage  

6,000.00 

5,769.47 

230.53 

Crystal  Springs  Pump  and  Sub  Station 

70,000.00 

10,405.62 

21,093.78 

38,500.60 

Upper  Alameda  Dam  Apron,  etc 

30,000.00 

22,449.17 

7,550.83 

San  Andreas  54"  Line  Booster  Pipe. . . . 

35,000.00 

35,000.00 

Contingencies 

46,877.54 

10,207.93 

4,212.60 

32,457.01 

Normal  Extensions,  1932-33  

185,000.00  1 

Normal  Extensions,  Meters  and  Ser- 

214,838.36 

54,750.00 

15,411.64 

vice,  1932-33  

100,000.00  J 

$2,960,387.54 

$2,617,276.39 

$160,422.58 

$182,688.57 

Capital  Expenditures,  Operating  Budget 

44,259.70 

5,943.40 

38,316.30 

Net  Balancos  per  Budget. 

$3,004,647.24 

$2,623,219.79 

$198,738.88 

$182,688.57 
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SCHEDULES  2,  3 AND  4 

City  and  County  of  San  Francisco 
SAN  FRANCISCO  WATER  DEPARTMENT 

ANALYSIS  OF  OPERATING  EXPENSES 
For  the  Fiscal  Year  Ended  June  30,  1933 

SCHEDULE  2 

Sources  of  Water  Supply: 

Superintendence  $ 30,008.92 

Operating  Labor  21,010.61 

Operating  Supplies  and  Expense 59,167.61 

Repairs  to  Buildings  and  Fixtures 35,781.42 

Repairs  to  Surface  Facilities 10,967.78 

Repairs  to  Ground  Facilities 2,127.96 

Water  Purchased  for  Resale 97,500.00 

Repairs  to  Miscellaneous  Equipment 458.76 

$257,023.06 

SCHEDULE  3 

Pumping: 

Labor,  Pumping $138,852.31 

Labor,  Miscellaneous  1,791.17 

Fuel  for  Steam  50,035.79 

Power  Purchased  171,444.89 

Lubricants 1,666.94 

Miscellaneous  Supplies  and  Expense 6,728.48 

Repairs  to  Primary  Pumping  Equipment  6,706.60 

Repairs  to  Boilers  and  Equipment 1,893.93 

Repairs  to  Miscellaneous  Equipment 5,223.29 

Repairs  to  Stations,  Buildings  and  Grounds 6,165.99 

Repairs  to  Pumping  Stations,  Gardening 3,119.32 

$393,628.71 

SCHEDULE  4 

Purification : 

Superintendence $ 710.42 

Labor 9,447.72 

Supplies  and  Expense  . . .' 16,452.58 

Repairs  to  Plants  and  Structures 3,212.70 


$29,823.42 
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SCHEDULES  5,  6 AND  7 
City  and  County  of  San  Francisco 
SAN  FRANCISCO  WATER  DEPARTMENT 

ANALYSIS  OF  OPERATING  EXPENSES 
For  the  Fiscal  Year  Ended  June  30,  1933 

SCHEDULE  5 

Transmission  and  Distribution: 

Superintendence $ 32,261.70 

Patrolling  Storage  Facilities 10,284.32 

Meters  and  Fittings  Department 48,666.73 

Street  Department  13,044.93 

Customers’  Premises  Expense 12,817.53 

Miscellaneous  Supplies  and  Expense 14,573.45 

Repairs  to  Transmission  Mains  and  Canals 24,362.08 

Repairs  to  Reservoirs,  Tanks  and  Stand  Pipes 4,742.52 

Repairs  to  Distribution  Mains  and  Canals 27,105.93 

Repairs  to  Service 73,334.25 

Repairs  to  Distribution  Buildings 4,763.09 

Repairs  to  Miscellaneous  Distribution  Equipment  905.38 


$266,861.91 

SCHEDULE  6 

Commercial  Expense: 

Collections $100,219.97 

Reading  Meters  35,276.73 

Bookkeeping  Department 111,029.61 

General 41,775.96 

Inspection  and  Service  40,202.51 

Shipping 14,309.10 


$342,813.88 

SCHEDULE  7 

General  and  Miscellaneous  Expense: 

Salaries  of  General  Officers  $ 17,847.84 

Salaries  of  General  Office  Clerks 31,485.61 

Miscellaneous  Supplies  and  Expense 7,267.74 

Legal  Expense  35.00 

Injuries  and  Damages 4,155.47 

Relief  Department  Expense  44,385.99 

Mason  Street  Building  Expense  21,173.91 

Telephone  Operation  13,497.40 

Rest  Room  and  Guest  Cottages 1,669.87 

General  Engineering  21.897.84 

Hydrography 3,001.45 

Purchasing  and  Miscellaneous  392.24 

Miscellaneous 5,440.68 

Unemployment  Situation 62.08 

Insurance,  Compensation 15,396.61 

Insurance.  Other  6,341.06 

Repairs,  Mason  Street  Building 3,310.67 

Repairs,  Telephone  System 5,982.15 

Advisory  and  Consulting  Expense  10,871.85 

Public  Utility  Commission  Expense 25,504.16 


$239,719.62 
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SCHEDULE  8 

City  and  County  of  San  Francisco 


SAN  FRANCISCO  WATER  DEPARTMENT 


ANALYSIS  OF  WATER  SERVICE  CHARGES  TO 
MUNICIPAL  DEPARTMENTS 
From  March  30,  1930  to  June  30,  1933 


Total 


i!  Hydrants $ 662,933.20 

j Libraries 6,140.81 

Municipal  Railway  ....  7,146.97 

Parks  Department  ....  171,093.27 

| Playgrounds 62,230.92 

School  Department  ....  145,249.31 

Street  Cleaning 18,253.37 

Troughs 1,061.34 

Auxiliary  Fire  System  . 45,011.96 

Public  Buildings  95,203.28 

Fire  Department  24,524.87 

Department  of  Public 

Works 92,295.94 

Board  of  Health  797.16 

Department  of  Public 

Health 2,470.29 

Relief  Home  54,166.15 

Unemployment  Relief  . . 16.75 

Exposition  Auditorium.  1,992.86 

Department  of  Elec- 
tricity   770.97 

Purchaser 10.69 

De  Young  Museum  ....  1,647.10 

Fire  Boat 2,311.39 

Hetch  Hetchy  Line,  West 

Mission  San  Jose. . . 1,098.98 

Board  of  Health,  Hetch 

Hetchy  Tunnel  ....  8,458.12 

Opera  House  and  War 

Memorial 1,058.27 

Opera  House  and  War 

Memorial  Fire  Pipe  267.75 


$ 1,300.00 
5,582.13 

6.930.02 
43,447.16 
56,724.64 

142,404.05 

34.65 

22.03 

79.73 

169.66 

53.32 

1.809.02 
43.21 

80.52 

1,161.09 

13.38 

1,266.06 

1.30 

112.40 

3.86 


$ 61,995.60  $ 

8.82 

164.27 

301.98 

1,692.17 

72.52 

4,781.52 

9,042.66 

2,602.43 

5,920.89 

40.05 

76.08 

3,785.02 


68.67 


231.86 


599,637.60 

558.68 

208.13 

127,481.84 

5.506.28 

2.543.28 
16,526.55 

966.79 
40,150.71 
85,990.96 
21,869.12 

84.566.03 
713.90 

2.313.69 

49.220.04 
3.37 

726.80 

701.00 

10.69 

1.534.70 
2,075.67 


1,002.46  96.52 

251.87  468.26  7,737.99 

594.93  463.34 

64.23  203.52 


1,879.79 

2,588.03 

26,181.53 

53,916.22 


13.38 

32.54 


50.59 

1.77 

594.93 

64.23 


$1,406,211.72 


$91,349.32  $1,051,710.68 


Municipal  Railway 
of  San  Francisco 

Report  of  Audit 

For  the  fiscal  year  ended  June  30,  1933 


F.  W.  Lafrentz  & Co. 
Bullock,  Kellogg  & Mitchell 

Certified  Public  Accountants 
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F.  W.  Lafrentz  & Co. 

Bullock,  Kellogg  & Mitchell 

Certified  Public  Accountants 
1018-1021  Russ  Building 
San  Francisco,  Calif. 

November  24,  1933. 

Mr.  Leonard  S.  Leavy,  Controller,  City  and  County  of  San  Francisco, 
San  Francisco,  California. 

Dear  Sir:  We  have  examined  the  books  and  accounts  of  the  Munici- 
pal Railway  of  the  City  and  County  of  San  Francisco  for  the  fiscal 
year  ended  June  30,  1933,  and  submit  herewith  our  report  together 
with  the  following  statements: 


Exhibit  “A” 

Comparative  General  Balance  Sheet  as  at 
June  30,  1933,  and  June  30,  1932. 

Exhibit  “B” 

Comparative  Statement  of  Monthly  Income 
for  the  fiscal  year1  ended  June  30,  1933. 

Exhibit  “C” 

Comparative  Statement  of  Income  for  the 
period  December  28,  1912,  to  June  30,  1933. 

Exhibit  “D” 

Fund  Balance  Sheet  as  at  June  30,  1933. 

Exhibit  “E” 

Statement  of  Budget  and  Actual  Receipts 
and  Expenditures  for  the  fiscal  year  ended 
June  30,  1933. 

Exhibit  “F” 

Statement  of  Bus  Line  Operations  for  the 
fiscal  year  ended  June  30,  1933. 

Schedule  1 

Schedule  of  Road  and  Equipment  as  at  June 
30,  1933. 

Schedule  2 

Analysis  of  Reserve  for  Depreciation  as  at 
June  30,  1933. 

Schedule  3 

Statement  of  Operating  Expenses  by  Primary 
Accounts  as  Prescribed  by  the  Interstate  Com- 
merce Commission  for  the  fiscal  year  ended 

June  30,  1933. 

We  hereby  certify  that  the  attached  comparative  general  balance 
sheet  and  statement  of  income,  subject  to  the  comments  contained  in 
this  report,  correctly  exhibit,  respectively,  the  financial  condition  of  the 
Municipal  Railway  of  San  Francisco  as  at  June  30,  1933,  and  the  result 
of  operations  for  the  fiscal  year  ended  that  date. 

Respectfully  submitted, 

F.  W.  LAFRENTZ  & CO., 

BULLOCK,  KELLOGG  & MITCHELL, 
Certified  Public  Accountants. 


(Wherever  italics  appear  in  this  report,  they  indicate  red  figures.) 
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COMMENTS  ON  THE  EXAMINATION 
General  Balance  Sheet — Exhibit  “A” 

Road  and  Equipment — $9,566,686.48 
An  analysis  of  this  amount  is  given  in  Schedule  1 which  also  reflects 
the  additions  and  retirements  for  the  fiscal  year  under  review.  These 
latter  transactions  were  investigated  by  us  and  no  exceptions  were 
noted.  In  accordance  with  Ordinance  No.  8570,  N.  S„  provision  has 
been  made  for  depreciation  in  the  amount  of  $286,994.49  during  the 
current  year. 

General  Expenditures — $324,872.84 

The  items  included  in  this  amount  are  shown  as  follows: 


Interest  on  Funded  Debt  during  Construction $252,270.75 

Cost  of  Elections  57,092.91 

Legal  Expense  12,778.65 

Miscellaneous 2,730.53 


$324,872.84 


Cash  with  Treasurer 

Municipal  Railway  Bond  Redemption  Fund — $119,319.79 
Municipal  Railway  Bond  Interest  Fund — $30,526.39 
The  funds  stated  hereunder  are  maintained  by  transfer  from  the 
General  Fund  of  the  City  and  County  of  San  Francisco  to  meet  princi- 
pal maturities  and  bond  interest  as  they  become  due. 


Bond  Redemption: 

Geary  Street  Issue  of  1910 $103,516.62 

Market  Street  Issue  of  1910  6,538.00 

Municipal  Railway  Issue  of  1913  9,265.17 


$119,319.79 

Bond  Interest: 

Geary  Street  Issue  of  1910  $ 5,935.05 

Market  Street  Issue  of  1910  361.05 

Municipal  Railway  Issue  of  1913  24,230.29 


$30,526.39 


Municipal  Railway  Operating  Fund — $339,217.88 
Accident  Reserve  Fund — $6,881.50 
Depreciation  Reserve  Fund — $318,070.43 
These  fund  balances  were  reconciled  with  the  records  of  the  Treas- 
urer of  the  City  and  County  of  San  Francisco. 

With  reference  to  the  Accident  Reserve  Fund,  it  will  be  observed 
that  the  offsetting  reserve  on  the  liability  side  of  the  balance  sheet 
indicates  a balance  of  $2,961.28.  The  difference,  $3,920.22,  is  due  the 
Municipal  Railway  Operating  Fund  which  is  clearly  reflected  by  the 
fund  balance  sheet,  Exhibit  “D”. 

Miscellaneous  Accounts  Receivable — $13,584.60 

This  balance  consists  of  the  following  receivable  items: 


Board  of  State  Harbor  Commissioners  $10,372.12 

Pacific  Gas  & Electric  Company  764.00 

Crab  Fishermen’s  Protective  Association  50.00 

Department  of  Public  Works,  City  and  County  of  San 

Francisco 70.00 

General  Fund,  City  and  County  of  San  Francisco 2.328.4S 


$13,584.60 
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The  amount  receivable  from  the  Board  of  State  Harbor  Commis- 
sioners represents  the  loss  incurred  in  the  operation  of  the  Embarca- 
dero  Bus  Line  for  the  current  fiscal  year  as  reflected  by  Exhibit  “E”. 
The  Board  has  agreed  to  indemnify  the  City  and  County  of  San  Fran- 
cisco for  loss  sustained  in  the  operation  of  that  line. 

The  Pacific  Gas  & Electric  Company  item  covers  pole  rentals  for  the 
six  months  ended  June  30,  1933,  and  the  amount  due  from  Crab  Fish- 
ermen’s Protective  Association  represents  lot  rental  for  the  month  of 
June,  1933. 

In  consonance  with  Ordinance  8570,  N.  S.,  Municipal  Railway  Funds 
are  deposited  with  the  Treasurer.  Interest  in  the  amount  of  $2,328.48 
has  accrued  on  these  deposits  and  is  shown  as  due  from  the  General 
Fund. 

Payment  of  all  of  the  amounts  referred  to  under  this  caption  was 
received  subsequent  to  June  30,  1933. 

Materials  and  Supplies — $168,032.61 

This  balance  reflects  the  cost  of  materials  and  supplies  on  hand 


June  30,  1933,  distributed  as  under: 

Pipe  Yard,  Sixth  and  Hubbell  Streets $106,579.18 

Car  Barn,  Geary  Street 61,453.43 


$168,032.61 

We  made  an  actual  physical  count  of  a number  of  items  at  the  Geary 
Street  Car  Barn  and  found  in  each  case  the  count  agreed  with  the  stock 
card  record.  In  addition  a number  of  the  remaining  stock  cards  were 
checked  with  the  inventory  to  ascertain  if  they  were  in  agreement. 
No  exceptions  were  noted.  The  prices,  extensions,  and  footings  of  the 
inventory  sheets  were  checked  and  in  our  opinion  the  quantities  and 
values  reported  are  correct. 

Managers’  Contingent  Fund — $4,000.00 
This  fund  is  maintained  for  payment  of  accident  claims  and  expenses 
in  connection  with  special  investigations.  It  is  in  the  custody  of  the 


following  officers: 

Mr.  Fred  Boeken,  Manager ..$  700.00 

Mr.  T.  B.  Johnson,  Claims  Agent 3,300.00 


$4,000.00 

Due  to  the  absence  of  Mr.  Boeken  at  the  time  of  our  examination  we 
were  unable  to  count  the  cash  on  hand  included  in  the  $700.00  fund, 
however,  a certification  was  received  from  the  bank  showing  a balance 
of  $573.58  in  the  fund  on  October  31,  1933. 

The  claims  agent  fund  was  reconciled  with  the  certification  obtained 
from  the  depository  and  the  releases  signed  by  the  plaintiffs,  whereby 
the  Municipal  Railway  was  relieved  from  any  further  liability  in  the 
various  actions,  were  thoroughly  test  checked. 

Due  from  General  Fund,  City  and  County  of  San  Francisco 
The  items  totaling  $82,123.73  reflected  on  the  June  30,  1932,  balance 
sheet  under  this  caption  were  offset  during  the  current  fiscal  year 
against  the  current  advances  for  operating  purposes  from  the  General 
Fund. 

Replacement  Jobs  in  Process — $4,357.54 
This  consists  of  the  cost  to  date  of  three  jobs  which  when  completed 
will  be  charged  to  Road  and  Equipment. 

Rent  of  Road  Paid  in  Advance 

The  cost  of  acquiring  the  right  to  operate  Municipal  Railway  cars 
over  Ocean  Avenue  between  Mission  Street  and  Junipero  Serra  Boule- 
vard and  over  a private  right  of  way  from  Ocean  Avenue  to  Sloat  Boule- 
vard has  now  been  fully  amortized.  The  original  cost  of  this  privilege 
in  December,  1918,  was  $100,000.00. 
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Miscellaneous  Unadjusted  Debits — $626.67 
The  items  contained  in  this  account  are  as  follows: 


Bond  Interest  Coupons  Paid  in  Advance $ 45.00 

Rental  of  Rail  Preheater  under  Option  to  Purchase 581.67 


$626.67 

Funded  Debt  Unmatured — $2,202,000.00 
The  following  is  a recapitulation  of  issues  of  the  unmatured  funded 
debt.  Of  the  amounts  shown,  $95,000.00  of  the  Geary  Street  issue  and 
$6,000.00  of  the  Market  Street  issue  matured  July  1,  1933. 


Date  of 

Matured  Unmatured  Final 

Issue  Total  Issued  1932-33  June  30,  1933  Maturity 

Geary  Street,  4%% 

of  1910  $1,900,000.00  $ 95,000.00  $ 190,000.00  7-1-34 

Market  Street,  4 %% 

of  1910  81,000.00  6,000.00  12,000.00  7-1-34 

Municipal  Railway,  5% 

of  1913  3,500,000.00  100,000.00  2,000,000.00  12-1-52 


$5,481,000.00  $201,000.00  $2,202,000.00 

We  did  not  examine  the  matured  bonds  paid  by  the  Treasurer  during 
the  fiscal  year  1932-33.  We  were  advised  that  these  had  been  checked 
in  by  the  auditing  staff  of  the  City  Controller’s  office. 

Audited  Accounts  and  Wages  Payable — $88,748.94 
These  represent  unpaid  demands  at  June  30,  1933,  which  were  rec- 
onciled with  the  records  of  the  City  Controller. 

Miscellaneous  Accounts  Payable — $63,945.79 
This  liability  consists  of  certain  current  expenditures  which  had  not 
been  vouched  by  the  City  Controller  as  at  June  30,  1933.  All  of  the 
items  included  had  been  cleared  at  the  time  of  our  examination. 

Matured  Interest  on  Funded  Debt — $16,050.00 
Interest  coupons  matured  but  unpaid  at  June  30,  1933,  are  repre- 
sented by  this  amount.  They  consist  of  the  following: 


Geary  Street  Issue  of  1910 $ 562.50 

Market  Street  Issue  of  1910 22.50 

Municipal  Railway  Issue  of  1913 15,465.00 


$16,050.00 

Due  to  the  manner  in  which  paid  coupons  were  filed  we  were  unable 
to  verify  coupons  redeemed  during  the  year.  The  internal  check  exist- 
ing between  the  offices  of  the  Treasurer  and  Controller  furnishes  an 
inter  office  audit  of  these  transactions. 

Matured  Funded  Debt — $300.00 

Bonds  in  the  amount  of  $300.00  of  the  Municipal  Railway  issue  of 
1913  had  matured  prior  to  June  30,  1933,  but  were  unpaid  on  that  date. 

Accrued  Interest  on  Funded  Debt — $12,878.33 
This  accrual  represents  the  interest  to  June  30,  1933,  not  yet  due, 
on  the  following  issues: 


Geary  Street  Issue  of  1910  Due  July  1,  1933 $ 4,275.00 

Market  Street  Issue  of  1910  Due  July  1,  1933 270.00 

Municipal  Railway  Issue  of  1913  Due  December  1,  1933. . . S, 333. 33 


$12,878.33 

It  will  be  observed  that  the  first  two  items  became  due  July  1,  1933. 
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Reserve  for  Accidents — $2,961.28 


The  following  is  an  analysis  of  this  account  for  the  current  fiscal 
year: 


Balance,  June  30,  1932 

Additions  to  Reserve,  2%%  of  Gross  Revenue 
in  Accordance  with  Ordinance  No.  8570, 
N.  S 


Less:  Claims  Paid,  Chargeable  to 

serve  

Legal  Expense  

Balance,  June  30,  1933 


$54,875.01 
. 3,000.00 


$ 9,678.71 


57,875.01 
$ 2,961.28 


The  balance  at  June  30,  1933,  is  represented  by  cash  as  follows: 


Accident  Reserve  Fund  Cash 

Due  Municipal  Railway  Operating  Fund. 
Balance  of  Cash 


$6,881.50 


$2,96L28 


While  the  foregoing  analysis  shows  a small  balance  on  June  30,  1933, 
charges  made  against  the  reserve  for  claims  paid  subsequent  to  that 
date  have  again  depleted  the  reserve  to  a deficit  of  $5,403.90  on  Sep- 
tember 30,  1933. 

From  the  foregoing  it  is  apparent  that  the  provisions  for  accidents 
authorized  under  Ordinance  No.  7060,  N.  S.,  and  subsequently  under 
Ordinance  No.  8570,  N.  S.,  have  proved  inadequate  to  meet  the  claim 
liability.  The  following  shows  the  transactions  affecting  the  reserve 
from  year  to  year: 

Provision  by  Reserve 

Tear  SEES,  SS.  Md  bE, 

May  1,  1926,  Transferred 
from  Old  Depreciation 


Fund $100,000.00  $100,000.00 

May  1 to  June  30,  1926. . . $14,066.28  $9,457.00  104,609.28 

1926- 27  84,954.69  15.05  72,774.20  116,774.72 

1927- 28  86,546.56  157.21  123,181.59  80,296.90 

1928- 29  87,053.33  105,893.63  61,456.60 

1929- 30  89,224.43  103,384.68  47,296.35 

1930- 31  85,929.44  126,344.29  6,881.50 

1931- 32  79,733.87  96,294.08  9,678.71 

1932- 33  70,515,00  3,000.00  54,875.01  2,961.28 


$598,023^60  $ 97,142.16  $692,204.48 

It  will  be  observed  that  the  reserve  shows  a declining  balance  which 
it  would  appear  should  be  built  up  instead  of  being  allowed  to  de- 
cline, although  from  a long  term  viewpoint  statistics  indicate  that  over 
the  entire  period  of  operations  losses  have  been  less  than  the  2 %%  now 
set  aside. 


Reserve  for  Accrued  Depreciation,  Road  and  Equipment — $5,244,286.69 
Provision  for  depreciation  during  the  period  under  review  has  been 
made  at  the  rate  of  3%  of  all  road  and  equipment  properties  in  accord- 
ance with  Ordinance  No.  8570,  N.  S.  Schedule  2 of  this  report  gives 
an  analysis  of  the  reserve  account  and  shows  the  application  of  the 
above  rate  to  the  different  types  of  asset  as  follows: 

Depreciation  on  Equipment  and  certain  other  Assets 
in  Property  Ledger  at  Rates  Based  on  the  Life  of 


Specific  Types  of  Property $106,494.73 

Balance  of  Provision  for  Depreciation  Applicable  to 

Track,  Roadway,  and  Distributing  System 180,499.76 

Total  Provision  being  3%  of  All  Properties $286,994.49 

Resulting  Rate  of  Depreciation  on  Track,  Roadway,  and 

Distributing  System  3.235% 
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Ordinances  Nos.  7060  and  8570,  N.  S.,  call  for  the  transfer  of  cash  to 
the  depreciation  fund  in  a certain  specified  manner.  Due,  however, 
to  lack  of  cash  in  the  operating  fund  compliance  with  this  provision 
could  not  be  made  for  the  current  and  prior  years  as  follows: 


1927- 28  $ 36,684.20 

1928- 29  263,823.68 

1929^30  281,373.60 

1930- 31  175,821.65 

1931- 32  233,021.06 

1932- 33  Total  Provision  per  Sched- 

ule 2 $286,994.49 


Less:  Expended  from  Operating 
Fund  for  Repairs  and 

Construction $20,144.59 

Amount  Transferred  from 
Municipal  Railway  Operat- 
ing Fund  per  1932-33  Budget  71,460.00  91,604.59  195,389.90 


Total  Due  from  Operating  Fund 


$1,186,114.09 


In  addition  to  the  delay  in  the  accumulation  of  cash  in  the  fund 
account,  there  were  certain  applications  made  of  the  funds  provided 
for  the  depreciation  accounts,  consideration  of  which  is  necessary  in 
order  to  reconcile  the  depreciation  reserve  fund  with  the  depreciation 
reserve.  An  analysis  is  as  follows: 


Provision  for  Depreciation  as  per  Schedule  2 

of  this  Report  $5,468,550.16 

Retirements,  Years  1921  to  1928  Not  Shown  on 

Schedule 115,472.34 

Add:  Provision  for  Redemption  of  Bonded 
Debt  Added  to  Reserve,  Fiscal  Years 

1913-26 $2,029,666.67 

Interest,  and  Profit  on  Sale  of  Securities 
Credited  to  Income  and  Included  in 

Surplus 496,911.82 

Canceled  Warrants  43.89 

Transfers  from  Other  Funds 21,722.46  2,548,344.84 


$8,132,367.34 

Deduct:  Cash  on  Hand $ 318,070.43 

Due  from  Operating  Fund  as  Shown  Above  1,186,114.09  1,504,184.52 


Total  Cash  to  be  Accounted  For. . $6,628,182.82 

Accounted  for  as  follows: 

Payments  for  Injuries  and  Damage 

Claims $ 571,963.75 

Bonds  Redeemed  and  Interest  Paid 2,056,616.90 

Advanced  to  Operating  Fund  for  Twin 

Peaks  Tunnel  82,152.53 

Transferred  to  Operating  Fund  for  Wage 

Increases,  etc 717,354.43 

Expended  for  Extensions,  Betterments 

and  Replacements  3,200,095.21 


$6,628,182.82 

In  the  audit  report  rendered  for  the  previous  year  a set  up  of  the 
depreciation  account  was  given  which  reflected  the  effect  upon  this 
account  and  upon  surplus  of  all  the  transactions  involving  the  deprecia- 
tion reserve  fund.  We  believe  that  consideration  should  be  given  to 
reflecting  such  setup  upon  the  books  and  in  reports. 
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Surplus — $3,265,005.70 

Surplus  has  been  classified  in  Exhibit  “A”  under  three  main  groups 
as  shown  hereunder: 

Contributed  Surplus — $1,434,483.57 
General  Taxes— $1,384,483.19 

Net  contributions  as  above  from  the  General  Fund  of  the  City  and 
County  of  San  Francisco  are  made  up  as  follows: 


Interest  on  Bonded  Debt,  1910-15 $ 239,901.83 

Cost  of  Bond  Elections,  1909-13 29,628.54 

Contributory  Services  of  Employees 37,022.10 

West  Portal  Avenue  Improvement 15,180.21 

Street  Improvement  St.  Francis  Circle 18,551.41 

Crane  Transferred  from  High  Pressure 

System 1,200.00 

Bond  Interest  and  Redemption,  and  Operat- 
ing Expenses,  years  1930  to  1933 1,125,122.83 


$1,466,606.92 

Less : Advances  to  the  General  Fund  Charged 

Off  Twin  Peaks  Tunnel  $32,152.53 

Stockton  Street  Tunnel  48,971.20 

Ocean  Shore  Railway  Switching 1,000.00  82,123.73 


Net  Contributions  from  General  Fund $1,384,483.19 


Premium  on  Bonds  Sold — $26,000.38 
Premiums  on  Bonds  Sold  in  the  years  1913  and  1914  were  added  to 
surplus  because  of  the  small  effect  that  would  result  if  credited  to 
operations  during  any  one  year. 

Donated  Equipment — $24,000.00 

This  represents  the  value  of  three  Pierce  Arrow  buses  donated  by 
the  residents  of  Westwood  Park. 

Provisions  for  Comparative  Charges — $5,105,773.02 
Taxes— $5,001,396.98 

The  provisions  of  the  Charter  of  the  City  and  County  of  San  Fran- 
cisco require  the  reports  of  the  Municipal  Railway  to  reflect  the  charges 
for  taxes  and  insurance  which  would  have  to  he  paid  if  the  Railway 
were  privately  operated.  The  following  charges  have,  therefore,  been 
made  to  operations  and  are  reflected  in  surplus  as  hereunder: 

Taxes  of  the  State  of  California $2,837,799.48 

Franchise  Taxes  of  the  City  and  County  of  San  Fran- 
cisco   2,066,152.49 

Car  Licenses  59,748.75 

Federal  Income  Tax 37,696.26 


$5,001,396.98 

Insurance — $104,376.04 

In  accordance  with  the  Charter,  as  referred  to  above,  fire  insurance 
charges  have  been  included  and  are  based  on  a rate  of  $0.40  per  $100.00 
of  valuation  of  street  cars  and  buses. 

Deficit  Arising  from  Operations — $3,275,250.89 
An  analysis  of  the  results  of  operations  for  the  fiscal  year  ended 
June  30,  1933,  is  given  in  Exhibit  “B”,  and  in  Exhibit  “C”  will  be  found 
a comparative  analysis  of  operations  since  the  inception  of  the  railway 

in  1912. 
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Net  Surplus — $3,265,005.70 

Changes  in  the  surplus  for  the  year  have  been  as  follows: 

Balance,  June  30,  1932,  as  per  Report 

Deduct:  Net  Loss  from  Operations  for  the 
Year  ended  June  30,  1933,  before  Com- 
parison Charges  


Add:  Contributions  from  General  Taxes, 
Bond  Interest  and  Redemptions,  1932-33 


Deduct:  Prior  year  Advances  to  General 
Fund  Charged  Off: 

Twin  Peaks  Tunnel  $32,152.53 

Stockton  Street  Tunnel  48,971.20 

Ocean  Shore  Railway  Switching  1,000.00  82,123.73 


Net  Surplus,  June  30,  1933 $3,265,005.70 

Comparative  Statement  of  Monthly  Income — Exhibit  “B” 

This  exhibit  shows  the  results  of  operations  for  the  year  1932-33 
analyzed  according  to  months.  The  effect  of  the  salary  and  wage  cuts 
in  reducing  operating  expenses  will  be  noticed  for  the  months  of  May 
and  June. 


$3,231,907.15 

351,446.47 

$2,880,460.68 

466,668.75 

$3,347,129.43 


Fund  Balance  Sheet — Exhibit  “D” 

As  already  referred  to  in  a previous  report,  this  statement  shows  the 
delay  in  transferring  funds  from  the  Operating  Fund  to  the  Deprecia- 
tion Fund.  This  has  resulted  in  an  amount  of  $1,186,114.09  being  due 
from  the  former  fund  at  June  30, 1933. 

Included  as  a resource  of  the  Operating  Fund  is  an  amount  of  $22,- 
698.75  which  is  shown  as  due  from  the  Bond  Interest  and  Redemption 
Fund.  This  amount  was  placed  in  the  latter  fund  from  the  apportion- 
ment of  personal  property  taxes  and  as  the  regular  transfers  from 
Operating  to  Bond  Interest  and  Redemption  Fund  have  been  made 
during  the  year  to  take  care  of  actual  requirements  an  excess  transfer 
resulted.  Adjustment  will  be  made  during  the  current  fiscal  year  by 
reducing  the  amount  of  transfers  to  the  Bond  Interest  and  Redemption 
Fund. 

Statement  of  Budget  and  Actual  Receipts  and  Expenditures 
Exhibit  “E” 

Analyzed  in  this  statement  is  the  1932-33  budget  showing  a compari- 
son with  actual  receipts  and  expenditures.  This  statement  indicates 
that  receipts  did  not  come  up  to  the  estimate,  chiefly  due  to  a falling 
off  of  operating  revenues.  The  decline  was  more  than  offset  by  reduc- 
tions in  expenditures  so  that  the  net  savings  over  the  budget  estimate 
amounted  to  $122,253.00. 

The  expenditure  for  replacements  of  $91,604.00  includes  the  amount 
of  $71,460.00  placed  in  the  Depreciation  Fund  and  an  amount  of  $20,- 
144.59  expended  from  the  Operating  Fund. 

General 

The  accounts  of  the  Railway  are  kept  in  the  manner  prescribed  by 
the  Interstate  Commerce  Commission  and  they  are  maintained  in 
excellent  condition. 

During  the  course  of  audit  full  cooperation  and  assistance  was  given 
us  by  the  expert  of  the  Grand  Jury  of  the  City  and  County  of  San 
Francisco  for  which  we  wish  to  express  our  appreciation. 
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EXHIBIT  “A” 

MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 
COMPARATIVE  GENERAL  BALANCE  SHEET 
As  at  June  30,  1933  and  June  30,  1932 


June  30,  1933 

June  30,  1932 

Decrease 

(Road  and  Equipment  (Schedule  1)  

$9,566,686.48 

$9,566,483.06 

$203.42 

general  Expenditures  

324,872.84 

324.872.84 

Total  Property  Investment  .... 

$9,891,559.32 

$9,891,355.90 

$203.42 

Current  Assets: 

Cash  With  Treasurer 

Municipal  Railway  Bond  Redemp- 
tion Fund  

$119,319.79 

$106,508.72 

$12,811.07 

Municipal  Railway  Bond  Interest 
Fund  

30,526.39 

25,910.36 

4,616.03 

Municipal  Railway  Operating  Fund 

339,217.88 

289,814.51 

49,403.37 

Accident  Reserve  Fund 

6,881.50 

6,881.50 

Depreciation  Reserve  Fund  

318,070.43 

246,610.43 

71,460.00 

Miscellaneous  Accounts  Receivable  .... 

13,584.60 

11,631.56 

1,953.04 

Materials  and  Supplies  

168,032.61 

171,436.98 

3, ms  7 

Managers’  Contingent  Fund  

4,000.00 

4,000.00 

Total  Current  Assets  

$999,633.20 

$862,794.06 

$136,839.14 

Tnadjusted  Debits: 

Due  from  General  Fund,  City  and  County 
of  San  Francisco 

Advance  on  Twin  Peaks  Tunnel . . . 

$32,152.53 

$ 32,152.53 

Advance  on  Stockton  Street  Tunnel 

48,971.20 

48,971.20 

Advance  on  Ocean  Shore  R.  R. 
Switching 

1,000.00 

1,000.00 

Total  Due  from  City 

$82,123.73 

$82,123.73 

Replacement  Jobs  in  Process 

$4,357.54 

4,357.54 

Rent  of  Road  Paid  in  Advance 

5,169.56 

5,169.56 

Miscellaneous  Unadjusted  Debits  

626.67 

626.67 

Total  Unadjusted  Debits  

$4,984.21 

$87,293.29 

$82,309.08 

$10,896,176.73 

$10,841,443.25 

$54,733.48 

(Exhibit  “A”  continued  on  next  page) 
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EXHIBIT  “A”  (Continued) 

MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 

COMPARATIVE  GENERAL  BALANCE  SHEET  (Continued) 
As  at  June  30,  1933  and  June  30,  1932 


LIABILITIES  AND  SURPLUS 

Increase 


June  30,  1933 

June  30,  1932 

Decrease 

Funded  Debt  Unmatured  

$2,202,000.00 

$2,403,000.00 

$20 1,000 M 

Current  Liabilities: 

Audited  Accounts  and  Wages  Payable.. 

$88,748.94 

$114,598.00 

$25, 81,9.0b 

Miscellaneous  Accounts  Payable 

63,945.79 

96,744.25 

32, 7984b 

Matured  Interest  on  Funded  Debt 

16,050.00 

17,017.50 

967.51 

Matured  Funded  Debt  

Accrued  Interest  on  Funded  Debt, 

300.00 

1,900.00 

1,600.0(1 

12,878.33 

15,567.50 

2, 689.V, 

Total  Current  Liabilities  

$181,923.06 

$245,827.25 

$63,904.1! 

Reserve  for  Accidents  

$2,961.28 

§9,678.71 

$12,639.9!; 

Reserve  for  Accrued  Depreciation,  Road 
and  Equipment  (Schedule  2)  

5,244,286.69 

4,970,387.56 

273,899.1!  j 

Total  Reserves  

$5,247,247.97 

$4,960,708.85 

$286,539.1: 

Surplus: 

Contributed 

General  Taxes  

$1,384,483.19 

$999,938.17 

$384,545.0 ; 

Premium  on  Bonds  Sold 

26,000.38 

26,000.38 

Donated  Equipment  

24,000.00 

24,000.00 

Total  Contributed  Surplus  

$1,434,483.57 

$1,049,938.55 

$384,545.0) 

Provision  for  Comparative  Charges 

Taxes  

$5,001,396.98 

$4,749,796.75 

$251,600.2 

Insurance  

104,376.04 

98,853.11 

5,522.9 

Total  Provision  for  Compara- 
tive Charges  

$5,105,773.02 

$4,848,649.86 

$257,123.1) 

Surplus  from  Operations  (Exhibit  “C”) 

3,275,250.89 

2,666,681.26 

608,569.6  ■ 

1 

Total  Net  Surplus  

$3,265,005.70 

$3,231,907.15 

$33,098.e|  | 

— 

$54,733.' 


$10,896,176.73  $10,841,443.25 
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For  the  Period  December  28,  1912,  to  June  30,  1933 
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Income  from  Sinking  Fund  and  Other 


$251,600.23  9.000  $5,001,396.98  9.037 
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EXHIBIT  “D” 

MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 
FUND  BALANCE  SHEET 
As  at  June  30,  1933 


Available  Cash  $250,468.94 

*Other  Resources  36,283.35 

Due  from  Other  Funds 3,920.22 


Unen^i^bered  Balances 

♦♦Reserves  $63,945.79 

Due  to  Other  Funds  1,186,114.09 

Unencumbered  Balances  959,387.37 


$290,672.51 


$318,070.43 

1,186,114.09 


Total 


1,190,034.31 

$1,801,738.53 


$3,920.22 

2,961.28  $1,504,184.52 


$6,881.50  $1,504,184.52 


$63,945.79 

1,190,034.31 

547,758.43 


♦Accounts  Receivable  Due  from : 

Board  of  State  Harbor  Commissioners,  Bus  Subsidy $10,372.12 

Pacific  Gas  & Electric  Company,  Pole  Rental 764.00 

Crab  Fishermen’s  Protective  Assn.,  Lot  Rental 50.00 

Accrued  Interest  on  Deposits  with  City  Treasurer 2,328.48 

Municipal  Railway  Bond  Interest  and  Redemption  Fund 22,698.75 

City  and  County  of  San  Francisco,  Dept,  of  Public  Works 70.00 


$36,283.35 

♦♦Liability  for  expenditures  which  the  City  Controller  has  not  yet  vouched. 


EXHIBIT  “E” 


MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 


STATEMENT  OF  BUDGET  AND  ACTUAL  RECEIPTS  AND  EXPENDITURES 


For  the  Fiscal  Year  Ended  June  30,  1933 


Receipts : 

Operating  Revenue  

Miscellaneous  Income  . . . 
Embarcadero  Bus  Subsidy 
Contributed  from  Taxes  . 


Budget 

$3,070,040.00 

7,000.00 

493,970.00 


Actual 

$2,820,600.00 

9,779.00 

10,372.00 

466,669.00 


Over  Under 

$249,440.00 

9.779.00 

3.372.00 
27,301.00 


Total  Receipts $3,571,010.00 

Expenditures : 

Ways  and  Structures  $191,097.00 

Equipment 229,220.00 

Power 500,000.00 

Conducting  Transportation  1,923,796.00 

General  and  Miscellaneous  216,595.00 

Replacements 71,460.00 

Claims  Department  and  Employees’ 

Compensation 123,980.00 

Bond  Interest  113,862.00 

Bond  Redemption  201,000.00 


$3,307,420.00 


$149,504.00 

178.598.00 

475.019.00 
1,725,038.00 

183.912.00 

91.604.00 

69.319.00 

111.173.00 

201,000.00 


$263,590.00 


$41,593.00 

50.622.00 

24.981.00 
198,758.00 

32.683.00 

20.144.00 

54.661.00 
2,689.00 


Total  Expenditures  . 
Net  Saving  Over  Budget  Estimate. 


$3,571,010.00 


$3,185,167.00 

$122,253.00 


$385,843.00 

$122,253.00 
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EXHIBIT  “F” 

MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 

STATEMENT  OF  BUS  LINE  OPERATIONS 
For  the  Fiscal  Year  Ended  June  30,  1933 

Combined 


Revenues: 

Passenger  Revenue  $88,280.20 

Revenue  Credits: 

Quartermaster  Tickets  15.80 

School  Tickets  3,010.60 

Local  Transfers  26,403.73 

Total  Revenue  $117,710. 

Operating  Expenses: 

Repairs,  Painting,  etc 

Tires,  Including  Repairs  

Gasoline  and  Oil  

Cleaning,  Washing,  and  Servicing 

Conductors’  and  Chauffeurs’  Salaries  and  Wages 
Depreciation  of  Buses  and  Equipment.. 

Proportion  of  General  Expense: 

Insurance  

Administrative  Salaries  

Pension  Fund  Payments  

Equipment  Rental  

Garage  Rental  

Storeroom  Expense  

Stationery  and  Printing 

Total  Expense  $170,374.' 


Add : Interest  < 


$29,868.10  $58,412.10 


10.45 

11.23 


5.35 

2,999.37 

26,403.73 


.$117,710.33 

$29,889.78 

$87,820.55 

. $24,330.71 

$5,216.24 

$19,114.47 

6,886.13 

1,485.21 

5,400.92j 

. 20,310.49 

4,354.86 

15,955.63 

. 13,109.39 

2,823.13 

10,286.26 

3 55,952.20 

12,616.91 

43,335.29 

. 12,843.87 

5,107.69 

7,736.18 

. 15,392.83 

3,293.69 

12,099.141 

9,440.00 

2,031.93 

7,408.07 

3,819.63 

818.56 

3,001.0'. 

1,314.00 

251.60 

1,062.4( 

. 2,560.68 

154.14 

2,406.5' 

3,634.79 

780.58 

2,854.2: 

780.00 

64.86 

715.1' 

.$170,374.72 

$38,999.40 

$131,375.3. 

. $ 52,664.89 

$9,109.62 

$43,554.7 

7,636.66 

1,262.50 

6,374.1 

. $60,301.05 

$10,372.12 

1 
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111  IllSIssasSssssssSs  si 


$14,397.05 


MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 
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Total  General  and  Miscellaneous  $22,871.92 
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SCHEDULE  2 

MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 

ANALYSIS  RESERVE  FOR  DEPRECIATION 
As  at  June  30,  1933 


Deduct:  Charges  to  Reserve 
count  of  Assets  Retired 
Fiscal  Years: 


Prior  Years  1928-29  to  1931-32. . 
Fiscal  Year  1932-33  


$887,741.07 

2,506,629.27 

2,693,316.20 

2,946,048.47 

3,386,455.14 

3,657,705.59 

3,933,344.91 

3,961,963.23 

3,971,484.49 

4,080,339.75 

4.154.343.16 
4,295,786.51 

4.490.693.53 

4.664.565.16 
4,772,312.31 
4,854,615.62 

5.437.166.54 


5,546,137.51 

5,580,670.72 

5,580,230.05 


Total  Reserve  as  per  Exhibit  “A”. 
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SCHEDULE  3 

MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 

STATEMENT  OF  OPERATING  EXPENSES  BY  PRIMARY  ACCOUNTS  AS 
PRESCRIBED  BY  THE  INTERSTATE  COMMERCE  COMMISSION 
For  the  Fiscal  Year  Ended  June  30,  1933 


Way  and  Structures: 

1 Superintendence  of  Way  and  Structures $6,276.50 

2 Ballast 12.32 

3 Ties 161.70 

4 Rails 3,162.07 

5 Rail  Fastenings  and  Joints 6,068.07 

6 Special  Work  480.16 

8 Track  and  Roadway  Labor 63,263.03 

9 Miscellaneous  Track  and  Roadway  Expense 2,477.59 

10  Paving  ...  13,140.52 

11  Cleaning  and  Sanding  Track 26,896.73 

13  Tunnels  and  Subways  2,694.93 

16  Crossings,  Fences,  and  Signs 262.48 

17  Signal  and  Interlocking  Apparatus  235.01 

18  Telephone  and  Telegraph  Lines 1.97 

20  Poles  and  Fixtures  1,690.47 

22A  Overhead  Feeders  410.08 

22B  Underground  Feeders  1,308.45 

22C  Track  Bonding 375.45 

22D  Overhead  Trolleys  20,724.21 

23  Miscellaneous  Electric  Line  Expense 196.92 

24C  Car  Houses  820.73 

24D  Shops 3.83 

24E  General  Offices  80.51 

24F  Station  and  Waiting  Rooms  and  Platforms 533.71 

24H  Miscellaneous  Buildings  and  Structures 107.61 


Total  Way  and  Structures $150,424.73 


Equipment: 

29  Superintendence  of  Equipment  $3,905.27 

30  Passenger  Cars  109,253.27 

32  Service  Equipment  221.07 

33  Electric  Equipment  of  Cars  27,954.37 

36  Shop  Equipment  134.53 

37  Shop  Expenses  4,496.67 

38  Vehicles 1,338.36 

39 A Repairs  to  Motor  Buses  Owned 9,616.74 

39B  Painting  Buses  1,284.13 

39C  Chassis,  Labor  and  Material,  Buses 4,239.27 

391)  Bus  Tires  including  Repairs 6,886.13 

39E  Bus  Body  Repairs  2,946.98 

39 F Bus  Collision  Expense  156.88 

39G  Transmission  Labor  and  Materials,  Buses 4,133.85 

3911  Brake  Work,  Buses  1,952.86 

41C  Loss  on  Service  Equipment  Retired 77.81 


Total  Equipment 178,598.19] 


(Schedule  3 continued  on  next  page) 
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SCHEDULE  3 (Continued) 

MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 
STATEMENT  OF  OPERATING  EXPENSES  BY  PRIMARY  ACCOUNTS  AS 
PRESCRIBED  BY  THE  INTERSTATE  COMMERCE  COMMISSION 
(Continued) 

For  the  Fiscal  Year  Ended  June  30,  1933 

Account 

Number  Description  Amount  Total 


> 45  Superintendence  of  Power  $676.11 

47  Power  Plant  Equipment  176.70 

\ 59  Power  Purchased  469,390.16 

i 59A  Power  Purchased  for  Lighting  Car  Barns 3,295.72 

I 59B  Power  Purchased  for  Lighting  Tunnels  1,479.90 

Total  Power  

[conducting  Transportation: 

63  Superintendence  of  Transportation $96,131.09 

J 64  A Conductors 701,726.58 

Motormen 675,166.35 


67B 

67C 

67D 

67E 


78  A 
78B 
78C 
78D 
78E 


Miscellaneous  Car  Service  Employees  • 

Lubricants  and  Waste 

Special  Agents  and  Fare  Registers . . . 

Incandescent  Lamps  

Miscellaneous  Car  Service  Expenses  . 

Station  Employees  

Station  Expenses 


1,947.82 


Car  House  Employees  127,126.4 


Car  House  Expenses  . 

Operation  of  Telephone  and  Telegraph  Lines. 

Miscellaneous  Transportation  Expenses 

Gasoline  Buses  

Oil  Buses  

Conductors  and  Chauffeurs,  Buses 

Greasing  and  Servicing,  Buses 

Cleaning  and  Washing,  Buses 

Total  Conducting  Transportation 


5,400.35 

4,577.58 

679.39 

18,762.24 

1,548.25 

55,952.20 

9,978.79 

3,130.60 


3ral  and  Miscellaneous: 

83  Salaries  and  Expenses,  General  Officers $14,887.96 

84  Salaries  and  Expenses,  General  Office  Clerks 19,574.65 

85  General  Office  Supplies  and  Expenses 4,599.75 

88  Pensions  and  Gratuities  93,597.12 

88A  Pension  Costs,  Buses  3,819.63 

89  Miscellaneous  General  Expense  6,777.05 

89A  Administration,  Buses 9,440.00 

92D  Compensation  Payments  to  Employees 11,443.75 

93  Insurance 66.96 

94  Stationery  and  Printing 4,368.63 

94A  Tickets  and  Transfers 6,833.72 

95  Store  Expenses  8,459.13 

96  Garage  and  Stable  Expense 1,972.08 

97  Rent  of  Tracks  and  Terminals 9,517.14 

Total  General  and  Miscellaneous 

I ,’ransportation  for  Investment,  Credit 


Total  Operating  Expenses 


$2,723,515.37 
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Annual  Report 

of  the 

Controller 

of  the 

City  and  County  of  San  Francisco 


For  the  fiscal  year  ended  June  30, 1934 


The  Recorder  Printing  and  Publishing  Compa 
99  Van  Ness  Ave.  South,  San  Francisco 


San  Francisco,  California. 


To  His  Honor,  Mayor  Angelo  J.  Rossi, 
and 

The  Honorable  the  Board  of  Supervisors, 

City  and  County  of  San  Francisco. 

Gentlemen : 

The  Annual  Report  of  the  Controller  is  presented  herewith, 
covering  the  fiscal  year  ended  June  30,  1934,  in  accordance  with 
Section  65  of  the  Charter. 

The  accounts  of  the  Controller,  in  conformity  with  Section  68 
of  the  Charter,  were  audited  by  Lybrand,  Ross  Brothers  and 
Montgomery,  by  direction  of  the  Board  of  Supervisors. 

In  accordance  with  the  provisions  of  Section  66  of  the  Char- 
ter, the  accounts  of  the  municipally  owned  public  service  enter- 
prises were  audited.  Consistent  with  Ordinance  Number  9.0621, 
the  supervision  of  the  following  audits,  in  conjunction  with  the 
Controller’s  Audit  Staff,  were  made  by  the  firms  indicated: 
Hetch  Hetchy  Water  Supply  and  Power  project  by  Lybrand, 
Ross  Brothers  and  Montgomery;  Municipal  Railway  of  San 
Francisco  by  F.  W.  Lafrentz  and  Company,  Bullock,  Kellogg 
and  Mitchell;  San  Franeisco  Water  Department  by  William 
Dolge  and  Company. 

The  audits  of  all  other  departments  were  made  by  the  Con- 
troller. 

This  Controller’s  Annual  Report  is  contemporaneous  with  the 
Controller’s  Financial  Report  transmitted  to  you  under  date  of 
November  14,  1934,  which  latter,  in  its  comments,  reviewed  for 
you  the  Controller’s  analysis  and  resume  of  financial  activities 
for  the  period  herein  reported. 

Yours  very  truly, 
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Lybrand,  Ross  Bros.  & Montgomery 

a Accountants  and  ^Auditors 
2 Pine  Street 
San  Francisco 


January  2,  1935. 

To  the  Honorable  Board  of  Supervisors, 

City  and  County  of  San  Francisco, 

San  Francisco,  California. 

Dear  Sirs: 

In  accordance  with  your  Resolution  No.  1588,  adopted  October  1,  1934, 
we  have  examined  the  accounts  of  the  office  of  the  controller  of  the 

CITY  AND  COUNTY  OF  SAN  FRANCISCO 
for  the  fiscal  year  ended  June  30,  1934,  as  hereinafter  outlined. 

Annexed  we  submit  statements  which,  subject  to  the  comments  con- 
tained in  the  following  paragraphs  of  this  report,  in  our  opinion,  set 
forth  the  financial  condition  of  the  municipality  as  at  June  30,  1934, 
and  its  revenues  and  expenditures  for  the  fiscal  year  then  ended. 
These  statements  include  separate  balance  sheets  and  income  and  sur- 
plus accounts  of  the  municipally  owned  public  service  enterprises, 
which  reflect  the  book  figures.  The  audits  of  these  units  have  not  been 
completed. 

Scope  of  Examination — Section  64  of  the  charter  provides  that  the 
controller  shall  devise  adequate  systems  of  internal  check.  Our  review 
of  the  procedure  in  effect  in  the  various  divisions  of  the  controller’s 
office,  such  as  the  pay  roll,  tax  redemption,  and  social  service  divisions, 
in  connection  with  our  investigation  of  the  internal  audit  and  recorda- 
tion of  revenues,  expenditures,  appropriations,  and  encumbrances,  indi- 
cates that  the  internal  check  is  adequate. 

Section  66  of  the  charter  provides  that  the  controller  shall  audit  the 
accounts  of  all  boards,  officers,  and  employees  of  the  city  and  county 
charged  in  any  manner  with  the  custody,  collection,  or  disbursement  of 
funds.  We,  therefore,  restricted  our  work  in  connection  with  such 
accounts  as  were  audited  by  the  controller  to  a review  of  the  reports 
and  working  papers  prepared  by  the  controller’s  audit  staff. 

As  previously  mentioned,  we  have  stated  the  accounts  of  the  public 
service  enterprises  for  the  fiscal  year  ended  June  30,  1934,  as  shown 
by  the  books  of  these  units,  since  the  audits  have  not  been  completed. 

Our  examination  of  the  property  accounts  was  limited  to  a review 
of  the  recorded  additions  and  retirements  for  the  year.  Comments 
with  respect  to  the  recording  of  retirements  will  be  found  in  a subse- 
quent paragraph  of  this  report. 

We  verified  the  assets  recorded  as  belonging  to  special  and  trust 
funds  and  determined  that  the  liabilities  of  these  funds  were  cor- 
rectly stated.  Under  the  terms  of  our  engagement,  however,  we  did 
not  make  a detailed  audit  of  the  transactions  for  the  year. 

All  other  assets  and  liabilities  were  verified. 

We  made  a general  review  and  test  checks  of  the  recorded  revenues 
and  expenditures  for  the  year.  We  also  compared  them  with  those  of 
the  preceding  year  and  investigated  and  obtained  satisfactory  explana- 
tions for  all  material  fluctuations.  However,  under  the  terms  of  our 
engagement  we  did  not  examine  all  transactions  for  the  year. 

The  expert  to  the  grand  jury  participated  in  the  foregoing  examina- 
tions. 
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Revenues  and  Expenditures 

A condensed  summary  of  the  general  city  and  county  revenues  and 
expenditures  for  the  fiscal  year  ended  June  30,  1934,  comparative  with 
those  of  the  preceding  year,  follows: 


Revenues: 


Fiscal  Years  Ended  June  30 
1934  1933 


Property  taxes  

Other  taxes  and  licenses 

State  subventions  

Departmental  revenues  

Interest  on  hank  deposits  

Rents 

Court  fines  

Contributions  from  Water  Department 
Miscellaneous,  net  


$26,504,776.78 

1.400.609.40 
6,620,174.82 

1.233.071.41 
229,892.22 

11,722.36 

110,256.76 

901,410.00 

166,483.47 


$31,640,905.02 

1,289,747.46 

3,769,860.44 

1,184,109.68 

276,483.03 

10,325.23 

95,224.67 

808,000.00 


Total  revenues 


.$37,178,397.22  $39,074,655,53 


Departmental  expenses  $25,483,716.14 

Bond  redemption  2,519,100.00 

Bond  interest  2,340,169.44 

Other  interest  86,378.63 

Pensions  and  compensation  insurance  1,397,963.31 

Judgments  and  losses  129,414.95 

Publicity  and  advertising  180,101.23 

Contributions  for  bond  interest  and 
redemption: 

Hetch  Hetchy  construction  2,307,688.04 

Municipal  Railway  111,733.00 

Additions  to  property  from  revenues.  752,832.25 

Miscellaneous,  net  


$28,333,951.49 

2,244,100.00 

2,481,612.29 

97,162.38 

1,381,505.06 

305,050.37 

176,014.51 


1,701,132.17 

384.575.02 

982.380.02 
133,012.53 


Total  expenditures 


.$35,309,096.99  $38,220,495.84 


Net  revenues 


.$  1,869,300.23  $ 854,159.69 


The  foregoing  statement  does  not  include  the  operations  of  the 
municipally  owned  public  service  enterprises,  which  are  stated  sepa- 
rately on  page  46  of  this  report. 

Section  64  of  the  charter  provides  that  these  public  service  enter- 
prises shall  keep  their  accounts  in  the  same  manner  as  privately 
owned  and  operated  utilities.  Since  the  general  city  and  county  records 
are  maintained  on  a municipal  basis,  separate  accounts  are  kept  for 
the  public  service  enterprises  and  separate  statements  of  revenues, 
expenditures,  and  surplus  are  rendered. 

The  foregoing  summary  shows  certain  substantial  fluctuations  of 
revenues  and  expenditures  between  the  two  fiscal  years,  in  regard  to 
which  we  submit  the  following  comments: 

Property  Taxes — These  showed  a decrease  of  $5,136,128.24  as  follows: 

Fiscal  year  1932-33  $31,640,905.02 

Fiscal  year  1933-34  26,504,776.78 


Decrease , 


$ 5,136,128.24 
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The  tax  rate  for  tangible  property  for  the  fiscal  year  ended  June 
30,  1934,  was  48  cents  less  per  $100  of  assessed  valuation  than  that  for 
the  preceding  year.  Comparative  details  of  the  tax  rates  follow: 


Municipal  purposes: 

General  fund  

Bond  interest  and  redemption  . 
Employees’  Retirement  System 

Parks  

Recreation 

Library  

Publicity  and  advertising  

Tax  judgments  

Other  


Fiscal  Years  Ended  June  30 
1934  1933 


$1.606582  $1.780094 

.903356  .805466 

.185039  .181972 

.100000  .100000 

.066950  .070000 

.038537  .042636 

.028128  .027883 

.010967  .034145 

.029375  .025987 


Total  for  municipal  purposes  $2.968934  $3.068183 


School  taxes: 

County: 

Elementary 

High  school  

Junior  college  $ .014264 

District  school  taxes  496802 


$ .190000 
.160000 
.011115 
.530702 


Total  school  taxes  $ .511066  $ .891817 

Total  tax  rates  $3.48  $3.96 


The  tax  rate  for  the  fiscal  year  ended  June  30,  1934,  did  not  include 
county  levies  for  elementary  and  high  school  purposes.  Under  the  pro- 
visions of  Senate  Constitutional  Amendment  30  (the  Riley-Stewart  Tax 
Bill),  which  was  approved  by  public  vote  June  27,  1933,  the  state  now 
provides  the  funds  that  were  heretofore  raised  by  county  levies  for 
elementary  and  high  school  purposes. 

A summary  of  the  assessment  rolls  follows: 

Fiscal  Years  Ended  June  30 
1934  1933 

Tangible  property: 

Real  estate  and  improvements  $667,058,030  $695,137,420 

Personal  property  79,975,342  95,233,178 


Total  tangible  property 


$747,033,372  $790,370,598 


Intangible  Ifroperty: 

Solvent  credits  $115,555,468 

Stocks  and  bonds  111,851,888 


$116,548,937 

142,695,341 


Total  intangible  property  $227,407,356  $259,244,278 

Total  property  subject  to  city  and 

county  taxes  $974,440,728  $1,049,614,876 


Tangible  property  is  taxed  on  the  basis  of  budgeted  requirements. 
Intangible  property  is  taxed  at  the  following  fixed  rates: 

Per  $1,000  of 
Valuation 


Solvent  credits  $1.00 

Stocks  and  bonds  2.00 


Other  Taxes  and  Licenses — A comparative  summary  for  the  two 
years  follows: 

Fiscal  Years  Ended  June  30 
1934  1933 


Business  licenses,  etc.: 


Business  licenses  $ 678,890.78 

Inspection  fees  25,314.50 

Vehicle  licenses  107,320.85 

Beer  licenses  217,733.99 

Miscellaneous 22,732.10 


$ 679,430.63 
38,196.00 
109,389.30 
71,961.44 
21,123.60 


Building  permits,  etc.: 

Building  permits  33,531.60 

Marriage  licenses  11,222.00 

Beverage  permits  3,230.00 

Miscellaneous 13,806.65 

Franchise  taxes: 

Pacific  Tel.  and  Tel.  Co 241,826.93 

Market  Street  Railway  Co 45,000.00 


$1,400,609.40 

1,289,747.46 

Increase $ 110,861.94 


34,646.80 

9,670.00 

20,235.00 

15,532.25 

246,158.55 

43,403.89 


$1,289,747.46 


The  foregoing  summary  shows  an  increase  of  approximately  $145,000 
in  beer  license  revenues.  The  sale  of  light  wines  and  beer  was  legalized 
as  of  April  6,  1933,  so  that  the  beer  license  revenues  for  the  fiscal 
year  ended  June  30,  1933,  amounting  to  $71,961.44,  represented  only  the 
revenues  for  the  last  quarter  of  that  year,  whereas  the  revenues  for 
the  fiscal  year  ended  June  30,  1934,  amounting  to  $217,733.99,  repre- 
sented a full  year’s  revenues. 


State  Subventions — Following  is  a comparative  summary  for  the 
two  years: 


Elementary  schools  

High  schools  

Good  roads  

Orphans  and  half  orphans  . . 

Widows’  pensions  

Needy  aged  

Needy  blind  

State  tax  refunds  

Tubercular  patients  

Fire  boats  

Federal  aid  to  high  schools 


Fiscal  Years 
1934 

.$2,923,149.60 
, 1,970,685.80 
. 1,009,878.51 
136,588.74 
116,065.24 
191,118.63 
43,571.92 
74,904.61 
64,264.31 
74,644.00 
15,303.46 


$1,430,151.06 

574,291.20 

1,072,808.01 

147,458.04 

109,025.63 

173,878.06 

36,936.75 

78.241.94 

59.715.95 

77.572.96 
9,780.84 


$6,620,174.82  $3,769,860.44 


The  state  subventions  for  account  of  elementary  and  high  schools 
show  an  increase  of  $2,889,393.14,  as  follows: 


Elementary  schools 
High  schools  


$4,893,835.40  $2,004,442.26 

2,004,442.26  ===== 


Increase 


.$2,889,393.14 


The  increase  of  $2,889,393.14  resulted  from  the  passage  of  Senate 
Constitutional  Amendment  30  (the  Riley-Stewart  Tax  Bill)  on  June 
27,  1933,  as  previously  explained  in  this  report. 
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Departmental  Expenses — These  expenses  decreased  $2,850,235.35,  as 


follows: 

Fiscal  year  ended  June  30,  1933 $28,333,951.49 

Fiscal  year  ended  June  30,  1934 25,483,716.14 


Decrease $ 2,850,235,35 


This  decrease  resulted  principally  from  temporary  salary  reductions 
which  were  approved  by  public  vote  April  11,  1933. 

The  decrease  was  also  due  in  part  to  the  fact  that  there  were  no 
.expenditures  from  current  revenues  for  relief  purposes  during  the  fiscal 
year  ended  June  30,  1934,  whereas  $626,774.58  was  expended  from  cur- 
rent revenues  during  the  preceding  year  and  charged  to  departmental 
expenses.  In  this  connection,  expenditures  of  city  and  county  funds 
for  relief  purposes  during  the  two  fiscal  years  ended  June  30,  1934, 
amounted  to  $8,593,326.58,  as  follows: 

Fiscal  Years  Ended  June  30, 

From  proceeds  of:  Total  1934  1933 

Bonds $6,500,000.0,0  $2,410,065.45  $4,089,934.55 

Long-term  loans  1,466,552.00  1,466,552.00  

From  current  revenues  626,774.58  626,774.58 


$8,593,326.58  $3,876,617.45  $4,716,709.13 


The  amount  of  $7,966,552  expended  from  the  proceeds  of  bonds  and 
long-term  loans  is  shown  as  a deferred  charge  on  the  annexed  pro- 
prietary balance  sheet,  and  will  be  charged  to  expenses  as  and  when 
these  obligations  are  redeemed. 

Proprietary  Balance  Sheet  Comments 
The  following  comments  refer  to  various  items  which  appear  on  the 
proprietary  balance  sheet,  and  further  indicate  the  scope  of  our  ex- 
amination: 

Cash — Cash  on  deposit  with  the  treasurer  as  at  June  30,  1934, 
amounting  to  $18,833,925.38,  and  the  imprest  funds  of  the  general 
city  and  county  were  verified  by  the  controller.  Our  review  of  the 
working  papers  indicated  that  such  verification  had  been  properly 
performed,  also  that  the  treasurer  had  complied  with  Section  82  of 
the  charter,  which  regulates  the  receipt,  custody,  and  deposit  of  public 
funds. 


Taxes  Receivable — A summary  of  taxes  receivable  follows: 
Delinquent  taxes:  Secured  Unsecured  Total 

1933-34  $1,024,937.67  $291,872.08  $1,316,809.75 

1932-33  569,724.53  313,608.18  883,332.71 

1931-32  192,581.52  20,350.40  212,931.92 

1930-31  59,639.16  20,660.57  80,299.73 

Prior  years  50,092.10  50,092.10 

$1,896,974.98  $646,491.23  $2,543,466.21 

Penalties  on  delinquent  taxes. . . 242,205.28  113,648.64  355,853.92 

$2,139,180.26  $760,139.87  $2,899,320.13 


Less,  collections  on  account  of  delinquent  taxes  on  the  in- 


stallment plan  33,447.61 

$2,865,872.52 

Less,  allowance  for  losses  on  uncollectible  taxes 746,023.50 


$2,119,849.02 
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We  verified  these  receivables  by  reference  to  the  tax  records  and  by 
a review  of  the  internal  procedure  with  respect  to  tax  collections. 

The  balance  of  $355,853.92  representing  penalties  on  delinquent  taxes 
is  subject  to  the  provisions  of  Section  3817  of  the  Political  Code  of  the 
State  of  California.  This  section,  as  amended,  waives  the  penalties 
and  provides  for  interest  at  the  rate  of  seven  per  cent  per  annum  from 
July  1,  1934,  on  the  amount  of  the  delinquent  taxes,  if  current  taxes 
are  paid  and  the  property  is  redeemed  prior  to  April  20,  1935,  or  if 
provision  is  made  for  redemption  in  ten  annual  installments  com- 
mencing on  or  before  that  date.  It  is  therefore  impossible  to  deter- 
mine at  this  time  what  portion  of  the  aforementioned  balance  of 
$355,853.92  will  ultimately  be  collected. 

The  allowance  of  $746,023.50  for  losses  represents  approximately  the 
amount  of  the  unsecured  delinquent  taxes  and  penalties. 

Revenues  Accrued  and  Accounts  Receivable — These  assets  consist 
of  the  following: 


State  subventions: 

County  roads,  estimated  $375,000.00 

Orphans  and  half  orphans 68,182.84 

Needy  aged  96,112.46 

Widows’  pensions  57,979.67 

Tubercular  patients,  estimated  32,000.00 

Needy  blind  22,622.50 

Fire  boats  IS, 658.88 


$670,656.35 

Franchise  revenues: 

Pacific  Telephone  & Telegraph  Co $181,000.00 

Market  Street  Railway  Company 103,500.00 

California  St.  Cable  R.  R.  Co 1,750.00 

286,250.00 

Accrued  interest  on  investment  bonds 246,013.61 

Accounts  receivable,  general  city  and  county.  71,628.45 


Total,  general  city  and  county $1,274,448.41 

Accounts  receivable,  public  service  enterprises  842,898.20 


$2,117,346.61 


State  subventions  are  in  agreement  with  copies  of  claims  on  file 
against  the  State,  estimates  of  subventions  for  which  claims  had  not 
been  submitted,  and/or  subsequent  collections. 

The  amount  of  $181,000.00  due  from  The  Pacific  Telephone  and  Tele- 
graph Company  represents  estimated  franchise  revenues  from  October 
1,  1933,  to  June  30,  1934. 

The  balance  of  $103,500.00  due  from  the  Market  Street  Railway  Com- 
pany consists  of  estimated  franchise  taxes  as  follows: 


Calendar  year  1932  $39,000 

Calendar  year  1933  42,000 

First  half  of  1934  22,500 


$103,500 


We  understand  that  settlement  of  this  account  has  been  deferred 
pending  the  outcome  of  a controversy  regarding  gross  earnings  on 
certain  lines  operated  under  franchises  which  the  railway  company 
claims  do  not  provide  for  the  payment  of  franchise  taxes. 

The  franchise  of  the  California  Street  Cable  Railroad  Co.  expired 
February  17,  1929.  The  last  payment  received  from  that  company 
covered  franchise  taxes  for  the  calendar  year  1928.  The  balance  of 
$1,750.00  shown  in  the  summary  on  the  preceding  page  represents  an 
accrual  for  the  first  four  months  of  the  calendar  year  1929,  which  we 
have  stated  at  the  book  figures,  in  the  absence  of  any  information  as 
to  final  settlement. 

Our  audit  report  for  the  fiscal  year  ended  June  30,  1933,  referred  to 
the  franchise  tax  liability  of  the  San  Francisco  Electric  Protective 
Company  which  operates  a system  of  electric  signal  boxes  for  police 
and  fire  protection,  and  which  appears  to  be  affiliated  with  the  Ameri- 
can District  Telegraph  Company.  The  latter  has  tendered  two  checks 
in  payment  of  the  reported  franchise  tax  liability  of  the  San  Francisco 
Electric  Protective  Company,  as  follows: 


Calendar  year  1932  $35.25 

Calendar  year  1933  29.53 


The  controller  has  withheld  deposit  of  these  checks  and  has  re- 
quested the  city  attorney  to  have  a complete  investigation  made  of  the 
franchise  of  this  company  to  enable  him  to  recommend  either  the  ac- 
ceptance or  rejection  of  these  checks. 


Investment  Bonds — A summary  follows: 


Par  Values 

Employees’  Retirement  Fund: 


City  and  County  of  San  Francisco $3,346,000.00 

East  Bay  Municipal  Utility  District 1,308,000.00 

State  of  California  1,806,000.00 

City  of  Sacramento  422,000.00 

U.  S.  Fourth  Liberty  Loan  400,000.00 

Marin  Municipal  Water  District 393,000.00 

City  of  Richmond  353,000.00 

City  of  Stockton  314,000.00 

Other  Northern  California  municipalities 

and  school  districts  1,886,262.50 

Public  utilities  2,730,500.00 

Railroads 724,100.00 


$3,485,422.67 

1,417,715.06 

1,872,621.68 

464,315.32 

438,236.44 

415,836.63 

376,148.93 

343,729.62 

1,978,491.26 

2,777,581.30 

717,878.79 


Bequest  funds 


$13,682,862.50  $14,287,977.70 
, . 140,600.00  167,467.09 


$13,823,462,50  $14,455,444,79 


These  securities  are  kept  in  the  joint  custody  of  the  controller  and 
the  treasurer.  The  controller  has  verified  the  existence  of  the  bonds 
and  the  collection  of  interest  coupons.  Since  the  bonds  were  pur- 
chased for  investment,  we  have  not  attempted  to  determine  their 
market  values.  It  is  noteworthy  that  none  of  the  bonds  were  in  default 
as  to  principal  or  interest. 

In  accordance  with  Section  159  of  the  charter,  the  Retirement  Board 
has  exclusive  control  of  the  administration  and  investment  of  the 
funds  of  the  Retirement  System. 
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Properties — A summary  of  the  property  accounts  is  shown  on  pages 
32  and  33  of  this  report. 

We  examined  the  vouchers  for  the  major  additions  to  the  general 
city  and  county  properties  during  the  year  and  found  that  they  repre- 
sented proper  capital  charges. 

Retirements  were  not,  in  all  cases,  properly  accounted  for,  and  it 
appears,  therefore,  that  the  property  accounts  are  overstated  in  that 
they  reflect  an  accumulation  of  capital  additions,  generally  without 
deductions  for  retirements  other  than  credits  for  proceeds  of  sales  and 
trade-in  allowances  on  additional  equipment  purchased. 

Section  94  of  the  charter  reads  in  part  as  follows: 

“The  director  of  property  shall  maintain  complete  records 
and  maps  of  all  real  property  owned  by  the  city,  which  shall 
show  the  purchase  price,  if  known,  and  the  department  in 
charge  of  each  parcel,  with  reference  to  deeds  or  grants  estab- 
lishing the  city’s  title. 

“He  shall  annually  report  to  the  mayor,  the  controller,  the 
chief  administrative  officer,  and  the  supervisors,  the  estimated 
value  of  each  parcel  and  improvement.” 


The  property  records  kept  by  the  controller  are  now  in  process  of 
revision,  and  when  such  revision  is  completed  these  records  will  show 
in  detail  the  costs  of  lands,  buildings,  and  improvements  as  set  forth 
in  the  property  accounts  in  the  general  ledger. 

Deferred  Charges — A summary  follows: 


General  city  and  county: 

Commitments $ 4,573,510.58 

Relief  expenditures  financed  by  long-term  loans 7,966,552.00 

Materials  and  supplies  250,030.82 

Uncompleted  contracts  483,301.32 

Miscellaneous 21,663.30 


$13,295,058.02 

Public  service  enterprises  3,926,266.61 


$17,221,324.63 


Commitments  are  herewith  detailed: 

Original  Amount  Unpaid  Balance 


Employees’  Retirement  System  $2,104,062.05 

Land  purchases: 

Municipal  airport  $1,050,000  630,000.00 

Fleishhacker  playground  240,000  133,978.44 

Odd  Fellows’  cemetery  76,895  46,895.00 

Sigmund  Stern  Recreation  Grove 40,000  13,334.00 

Other  commitments: 

Voting  machines  purchase  1,505,300  339,625.43 

Bay  Bridge  bonds  purchase  390,000  390,000.00 

Merry-go-round  purchase  31,835  19,433.22 

Joint  Highway  Districts  498,687  335,687.59 

El  Camino  Real  (Daly  City  bottleneck).  200,000  101,782.46 

Sunnyvale  dirigible  air  base  150,000  150,000.00 

Judgments  220,212.39 

Junior  College  tuition  88,500.00 


$4,673,610.68 


(11) 


The  foregoing  items  are  offset  by  a liability  for  commitments  in 
the  same  amount  and  the  $2,104,062.05  relating  to  Employees’  Retire- 
ment System,  explained  in  a subsequent  paragraph  of  this  report,  will 
be  absorbed  when  the  expenditures  are  made. 

The  deferred  charges  for  land  purchases  and  other  commitments 
will  be  transferred  to  property  accounts,  expenditures,  etc.,  as  and 
when  payments  are  made. 

Relief  expenditures,  $7,966,552.00,  represent  deferred  charges  against 
the  revenues  of  future  years  created  by  an  outlay  for  unemployment 
relief  during  the  fiscal  years  1932-33  and  1933-34,  which  was  financed 
by  the  sale  of  $6,500,000  relief  bonds  and  by  loans  of  $1,466,552  from 
the  State  of  California. 

The  relief  bonds  mature  at  the  rate  of  $542,000  per  year,  commencing 
September  1.  1936,  while  the  loans  from  the  State  of  California,  repre- 
sented by  two  notes,  mature  in  equal  annual  installments  over  ten-year 
periods,  as  follows: 


Commencing  July  1,  1934  $ 466,552 

Commencing  July  1,  1937  1,000,000 


$1,466,552 


Materials  and  supplies  consist  of  the  following: 


General  city  and  county: 

Physical  inventories: 

Fire  department  shop  account $ 56,961.82 

School  department  52,800.61 

Central  warehouse  23,457.51 

Recreation  department  8,310.81 

Public  works  substores  3,712.37 

School  shop  account  4,787.70 


$150,030.82 

Other  departments,  estimated  100,000.00 


$250,030.82 

Public  service  enterprises  529,688.82 


$779,719.64 


The  physical  inventories  shown  above,  amounting  to  $150,030.82,  are 
for  those  departments  for  which  purchases  and  issues  are  recorded 
monthly,  and  were  generally  reviewed  by  us  as  to  pricing  and  arith- 
metical accuracy.  In  the  absence  of  physical  inventories  for  several 
of  the  other  departments,  we  have  stated  the  inventories  of  all  of 
them  at  an  estimated  value  of  $100,000,  which  from  a discussion  with 
the  controller  appears  to  be  reasonable. 

The  balance  of  $483,301.32  for  uncompleted  contracts  represents  vari- 
ous construction  contracts  in  progress. 


Accounts  and  Notes  Payable — These  liabilities  are  herewith  sum- 
marized : 

Public  Service  General  City- 
Total  Enterprises  and  County 


Warrants  outstanding  $1,379,146.21 

Bond  interest  payable  3,437,782.86 

Purchase  orders,  contracts,  etc.  1,788,820.96 
State  of  California: 

Relief  loans  1,466,552.00 

Accrued  interest  thereon.  30,412.97 


$ 275,706.15 
2,455,256.46 
476,674.43 


$1,103,440.06 

982,526.40 

1,313,146.53 

1,466,552.00 

30,412.97 


$8,102,715.00  $3,206,637.04  $4,896,077.96 
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We  verified  the  general  city  and  county  outstanding  warrants  by 
reference  to  the  warrant  registers,  which  were  in  agreement  with  the 
controlling  accounts  in  the  general  ledger. 

Bond  interest  payable,  general  city  and  county,  was  verified  by 
reference  to  outstanding  bonds  of  the  various  issues,  and  by  a review 
of  the  records  of  matured  coupons  not  yet  presented  for  payment. 

Purchase  orders,  contracts,  etc.,  general  city  and  county,  were  verified 
by  reference  to  the  supporting  records,  and  by  a review  of  the  ac- 
counting procedure  in  connection  with  the  controller’s  audit,  ap- 
proval, and  recordation  of  these  liabilities. 

The  relief  loans  from  the  State  of  California  were  verified  by  cor- 
respondence with  the  State  Controller.  The  amount  of  $1,466,552  rep- 
resents two  loans,  as  follows: 

Date  of  Loan  Interest  Rate  Amount  Maturities 

Nov.  9,  1933  4 %%  $1,000,000  1937  to  1946 

Apr.  26,  1934  4%%  466,552  1934  to  1943 

These  loans  were  made  under  the  provisions  of  the  Unemployment 
Relief  Bond  Act  of  1933  and  were  duly  authorized  by  the  Board  of 
Supervisors. 

The  note  covering  the  loan  of  $466,552  provides  that  if  the  City  and 
County  of  San  Francisco  fails  to  make  the  payments,  these  amounts 
shall  be  withheld  from  the  money  due  San  Francisco  out  of  the  Motor 
Vehicle  Fuel  Fund. 

A contingent  liability  exists  through  pending  lawsuits  of  school 
teachers  for  salary  adjustments  of  prior  years.  The  city  attorney 
has  stated  to  us  that  it  is  impossible  at  this  time  to  determine  the 
amount  involved  in  these  actions. 

A contingent  liability  also  exists  through  San  Francisco’s  participa- 
tion in  the  Golden  Gate  Bridge  and  Highway  District.  We  understand 
that  the  bonds  of  that  district,  of  which  an  issue  of  $35,000,000  has 
been  authorized,  are  general  obligations  of  the  district  and  are  payable 
to  the  extent  that  revenues  of  the  district  may  be  insufficient  to  meet 
operating  expenses  and  interest  and  redemption  charges,  from  ad 
valorem  taxes  which  may  be  levied,  without  limitation  as  to  the  rate 
or  amount,  upon  all  taxable  property  within  the  district.  The  Golden 
Gate  Bridge  and  Highway  District  includes  the  City  and  County  of 
San  Francisco,  Marin,  Sonoma,  and  Del  Norte  Counties  and  portions 
of  Napa  and  Mendocino  Counties. 

Bonded  Indebtedness — We  verified  the  changes  in  bonded  indebted- 
ness for  the  fiscal  year  ended  June  30,  1934,  as  herewith  summarized: 


Outstanding  June  30,  1933 
Sold  during  year  


Redeemed  during  year  . . 
Outstanding  June  30, 


Public  Service 

General  City 

Total 

Enterprises 

and  County 

$165,076,500 

$110,681,300 

$54,395,200 

3,504,000 

1,324,000 

2,180,000 

$168,580,500 

$112,005,300 

$56,575,200 

4,983,700 

2,450,100 

2,533,600 

1934. $163,596,800 

$109,555,200 

$54,041,600 
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Bonds  authorized  but  not  issued  as  at  June  30,  1934,  amounted  to 
$23,570,000,  as  follows: 


General  city  and  county:  Authorized  Issued  Unissued 

Sewer  1929  $2,200,000  $1,809,000  $ 391,000 

Sewer  1933  2,625,000  2,625,000 

High  pressure  system  1933  2,000,000  2,000,000 

School  1934  3,000,000  3,000,000 

Airport  1933  260,000  260,000 


$10,085,000  $1,809,000  $8,276,000 


Public  service  enterprises: 

Hetch  Hetchy  1932  $6,500,000  $5,477,000  $1,023,000 

Hetch  Hetchy  Dam  1933  3,500,000  3,500,000 

Water  distribution  1933  12,095,000  1,324,000  10,771,000 


$22,095,000  $6,801,000  $15,294,000 

$32,180,000  $8,610,000  $23,570,000 


Such  of  the  unissued  bonds  as  had  been  printed  as  at  June  30,  1934, 
were  in  the  custody  of  the  treasurer  and  were  verified  by  the  controller. 

Sections  103  and  104  of  the  charter  provide  that  the  bonded  debt, 
exclusive  of: 

(a)  Debt  incurred  for  the  purpose  of  financing  public  improve- 
ments, the  cost  of  which  is  to  be  assessed  against  private  prop- 
erty benefited  thereby, 

(b)  Debt  incurred  for  water  supply,  storage  or  distribution  pur- 
poses, and 

(c)  Debt  heretofore  incurred  in  aid  of  the  Panama-Pacific  Inter- 
national Exposition, 


shall  not  exceed  12  per  cent  of  the  assessed  value  of  all  real  and  per- 
sonal property  in  the  city  and  county,  subject  to  city  and  county  taxes. 

The  bonded  debt  subject  to  this  12  per  cent  limit  as  at  June  30,  1934, 
determined  in  accordance  with  the  provisions  of  the  charter,  was  as 
follows: 

Bonded  debt  June  30,  1934 $163,596,800 

Less,  bonded  debt  to  which  the  12  per  cent 
limit  does  not  apply: 

Hetch  Hetchy  $69,229,000 

Water  Department  38,325,000 

Exposition 1,009,000 


Bonded  debt  subject  to  the  12  per  cent  limit $55,033,800 
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The  assessment  roll  of  March  5,  1934,  for  the  fiscal  year  1934-35 
shows  assessed  valuations  of  $1,024,352,227,  as  follows: 

Real  estate  and  improvements,  and  secured  tangible  per- 


sonal property,  taxable  at  $3.863622  per  $100 $ 680,141,288 

Unsecured  tangible  personal  property,  taxable  at  $3.48 

per  $100  57,369,478 

Reassessments: 

Real  estate  and  improvements,  and  tangible  personal 

property,  taxable  at  $3.48  per  $100 166,980 

Total  tangible  property $ 737,677,746 


Intangible  property: 

Solvent  credits,  taxable  at  the  rate  of  10  cents  per  $100  110,957,631 

Stocks  and  bonds,  taxable  at  the  rate  of  20  cents 

per  $100  175,716,850 


$286,674,481 


Total  property  subject  to  city  and  county  taxes. $1,024,362,227 


From  the  foregoing  it  will  be  seen  that  the  bonded  debt  subject  to 
the  charter  limit  represents  approximately  5%  per  cent  of  the  assessed 
value  of  taxable  property  as  compared  with  the  charter  limit  of  12 
per  cent. 

As  a matter  of  information,  we  submit  the  following  tabulation,  giv- 
ing effect,  as  at  June  30,  1934,  to  the  issuance  of  certain  bonds  voted 
in  November  and  December,  1933,  which  are  subject  to  the  charter 
limit,  showing  the  effect  of  these  additional  issues  on  the  legal  bonded 
debt  limit: 

Legal  bonded  debt  limit: 

12  per  cent  of  assessed  valuation  of  $1,024,352,227 

shown  by  tax  roll  of  March  5,  1934 $122,922,267 

Deduct: 

Bonds  outstanding  June  30,  1934,  subject 

to  12  per  cent  limit $55,033,800 

Authorized  bonds  unissued: 

Sewers  2,625,000 

High  pressure  system 2,000,000 

Schools  3,000,000 

Airport  260,000  62,918,800 


Margin  of  bonded  debt  within  charter  limit... $ 60,003,467 


Funding  Balance  Sheet  Comments 

Fund  accounts  reflect  available  cash  and  other  assets,  liabilities, 
appropriations,  unappropriated  balances  of  the  various  funds,  and  cash 
reserves.  A summary  of  the  funding  balance  sheets,  with  statements 
showing  in  detail  the  status  of  the  various  funds,  will  be  found  on 
pages  34  to  43  of  this  report. 
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A reconciliation  of  the  funding  balance  sheet  with  the  proprietary 
balance  sheet  follows: 

Funding  balance  sheet: 

Special  and  trust  funds $ 16,202,046.68 

Surplus  10,971,728.34 


$ 27,173,775.02 

Add,  proprietary  assets  not  shown  in 
funding  balance  sheet: 

Properties  $344,832,015.43 

Less,  depreciation  allowance . . . 6,519,957.67 


$338,312,057.76 

Less,  preliminary  expenditures 

on  public  works  projects...  426,428.31 

$337,885,629.45 

Deferred  charges  17,221,324.63 


355,106,954.08 


Deduct,  proprietary  liabilities  not  shown 
in  funding  balance  sheet: 


$382,280,729.10 


Bonds  outstanding,  unmatured $160,523,000.00 

Bond  interest,  unmatured 457,845.61 

Belief  loans  1,466,552.00 

Accrued  interest  thereon 30,412.97 

Commitments  4,573,510.58 

Deferred  credits: 

Bond  premiums  unamortized...  1,287,019.71 
Other  deferred  credits 1,266,516.47 


169,604,857.34 

Proprietary  balance  sheet: 

Special  and  trust  funds $ 16,220,366.97 

Surplus  196,455,504.79 


$212,675,871.76 


The  following  funds  showed  deficits  as  at  June  30,  1934: 


Auditorium  $167,930.42 

Firemen’s  Relief  and  Pension 170,744.77 

Police  Relief  and  Pension 103,235.58 


$441,910.77 


These  deficits  were  created  prior  to  the  adoption  of  the  present 
charter,  which  became  effective  January  8,  1932. 

The  cash  reserve  fund,  which  was  created  in  accordance  with  Section 
81  of  the  charter,  is  to  be  used  exclusively  for  the  following  purposes: 

1.  Payment  in  any  fiscal  year  of  legally  budgeted  expendi- 
tures for  such  year  in  anticipation  of  the  collection,  after  the 
close  of  such  fiscal  year,  of  legally  collectible  taxes  and  other 
revenues  as  set  forth  in  the  budget  and  the  appropriation  ordi- 
nance for  such  fiscal  year. 

2.  Payment  of  that  portion  of  the  authorized  expenses  of 
the  city  and  county  for  any  fiscal  year  which,  as  certified  by  the 
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controller,  becomes  due  and  payable  and  must  be  paid  prior  to 
the  receipt  of  tax  payments  for  such  fiscal  year. 

This  fund  as  at  June  30,  1934,  had  a balance  of  $2,015,070.84,  consist- 
ing of  $225,927.64  cash  and  $1,789,143.20  interfund  accounts  receivable, 
which  will  be  liquidated  through  collection  of  taxes  and  other  accrued 
revenues. 

We  reviewed  the  appropriation  ledgers  and  determined  that  the 
appropriations  recorded  therein  were  in  accordance  with  the  annual 
appropriation  ordinance  and  subsequent  appropriations. 

General  Comments 

Surety  Bonds — We  inspected  the  surety  bonds  covering  the  various 
officers  of  the  city  and  county  and  determined  that  the  charter  provi- 
sions had  been  complied  with. 

Ordinance  No.  4.041,  approved  May  31,  1933,  provides  for  additional 
surety  bonds,  which  we  inspected. 

All  surety  bonds  on  file  have  been  approved  by  the  controller  in 
accordance  with  the  foregoing  ordinance.  The  basis  used  by  the  con- 
troller for  this  purpose  is  the  list  of  acceptable  sureties  on  federal 
bonds  published  by  the  U.  S.  Treasury  Department. 

Employees'  Retirement  Fund — The  books  of  this  fund  show  a claim 
against  the  City  and  County  of  San  Francisco  in  the  amount  of  $2,104,- 
062.05,  in  accordance  with  Sections  166  and  169  of  the  charter,  for 
which  the  city  and  county  has  made  no  provision  in  the  annual  budgets, 
as  follows: 

Policemen,  current  service: 

Computed  amount  in  excess  of  current  contributions 
of  $2.00  per  month,  made  by  policemen,  required 
to  meet  the  current  pro  rata  of  future  pensions  of 
policemen  who  became  members  of  the  Retirement 
System  on  January  8,  1932,  including  interest  to 

June  30,  1934 $ 407,450.57 

Firemen,  current  service: 

Computed  amount  required  to  meet  the  current  pro 
rata  of  future  pensions  of  firemen  who  became 
members  of  the  Retirement  System  on  January  8, 

1932,  and  who  contribute  nothing  to  the  fund,  in- 


cluding interest  to  June  30,  1934 1,097,304.08 


Total  current  service  from  January  8,  1932,  to 

June  30,  1934 $1,504,754.65 

Policemen,  prior  contributions: 

Policemen’s  contributions  of  $2.00  per  month  to  pension 
fund  prior  to  January  8,  1932,  including  accrued  in- 
terest to  that  date 599,307.40 


$2,104,062,05 


Under  the  present  charter,  which  became  effective  January  8,  1932, 
policemen  and  firemen  became  members  of  the  Retirement  System  on 
that  date.  The  payments  for  policemen’s  and  firemen’s  pensions  and 
death  benefits  had  theretofore  been  handled  directly  by  the  city  and 
county,  and  had  no  connection  with  the  Retirement  System.  The  funds 
against  which  these  payments  were  charged  showed  the  following 
deficits  as  at  June  30,  1934: 


Police  Relief  and  Pension  Fund $103,235.58 

Firemen’s  Relief  and  Pension  Fund 170,744.77 


$273,980.35 
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In  addition  to  the  liability  of  $2,104,062.05  before  mentioned,  there 
also  exists  a deferred  liability  of  undetermined  amount  for  prior  service 
of  the  policemen  and  firemen  who  became  members  or  beneficiaries  Of 
the  Retirement  System  on  January  8,  1932.  This  is  covered  by  Section 
160  of  the  charter  which  reads,  in  part,  as  follows: 

“Liabilities  accruing  under  the  retirement  system  because 
of  service  rendered  to  the  city  and  county  by  persons  prior  to 
the  date  their  respective  classes  become  eligible  for  member- 
ship in  the  system,  and  administrative  costs  under  the  system, 
shall  be  met  by  contributions  to  the  retirement  system  by  the 
city  and  county,  in  addition  to  any  amounts  contributed  to 
meet  liabilities  accruing  because  of  service  rendered  by  such 
persons  after  becoming  members  of  the  system,  provided  that 
such  prior  service  liabilities  may  be  met  by  annual  appro- 
priations instead  of  by  one  appropriation  for  the  total  amount 
of  the  liabilities.” 

A statement  of  assets  and  liabilities  of  the  Employees’  Retirement 
System  as  at  June  30,  1934,  is  shown  on  pages  48  and  49  of  this  report. 
Our  engagement  did  not  contemplate  an  audit  of  the  accounts  of  the 
Retirement  System  and  we  are  including  this  statement,  as  shown  by 
the  books,  merely  as  a matter  of  general  information. 


We  wish  to  express  our  appreciation  to  the  controller  and  his  staff 
for  their  cooperation  and  for  the  many  courtesies  extended  to  up 
during  the  course  of  our  examination. 

Very  truly  yours, 

LYBRAND,  ROSS  BROS.  & MONTGOMERY. 
(Wherever  italics  appear  in  this  Report,  they  indicate  red  figures.)  1 


CURRENT  SURPLUS— GENERAL  CITY  AND  COUNTY 

For  the  fiscal  year  ended  June  30,  1934 


’ Balance,  June  30,  1933,  as  per  our  audit  report $2,419,363.04 

Add,  net  revenues  for  the  fiscal  year  ended  June  30,  1934,  details  annexed. . . 1,869,300.23 

Balance,  June  30,  1934 $4,288,663.27 


CAPITAL  SURPLUS— GENERAL  CITY  AND  COUNTY 
For  the  fiscal  year  ended  June  30,  1934 

Balance  June  30,  1933,  as  per  our  audit  report $137,472,441.86 

Add: 

Assets  and  liabilities  of  1932  Relief  Bond  fund  trans- 
ferred to  current  funds  ledger  as  at  June  30,  1933: 

Bonds  outstanding  $4,320,000.00 

Less  cash  and  other  assets,  net  of  other  lia- 
bilities   230,065.45  4,089,934.5.5 

Balance,  June  30,  1933,  as  adjusted....  $141,562,376.41 

Add: 

Bond  maturities  transferred  to  current  funds  ledger. . .$2,519,100.00 

Capital  additions  through  revenue 752,832.25 

Capital  additions  from  trust  funds 177,478.17  3,449,410.42 

$145,011,786.83 

Deduct: 

Sewer  bond  1929  cash  transferred  to  current  funds 

ledger  for  payment  of  bond  interest $ 196,750.00 

Losses  from  property  retirements 51,999.10 

Other  deductions 6,011.10  254,760.20 

Balance,  June  30,  1934 $144,757,026.63 
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REVENUES  AND  EXPENDITURES— GENERAL  CITY  AND  COUNTY 

For  the  fiscal  years  ended  June  30,  1934  and  1933 
REVENUES 


Property  taxes: 

Real  and  personal  property. 
Penalties  on  delinquencies.. 


Other  taxes  and  licenses: 

Business  and  vehicle  licenses. 

Franchise  taxes  

Building  permits,  etc 


State  subventions: 


Common  schools 
High  schools  . . . 

Good  roads  

Other  


Departmental  revenues,  details  annexed, 

Interest  on  bank  deposits 

Rents  

Court  fines  

Contributions  from  Water  Department . . . 
Miscellaneous,  net  

Total  revenues 


Fiscal  Years  Ended  June  30 
1934  1933  ] 

. $26,246,793.05  $31,402,276.52 
257,983.73  238,628.50 


$26,504,776.78 

$31,640,905.02 

.$  1,051,992.22 

$ 920,100.97 

286,826.93 

289,562.441 

61,790.25 

80,084.05 

$ 1,400,609.40 

$ 1,289,747.46 

.$  2,923,149.60 

$ 1,430,151.06 

. 1,970,685.80 

574,291.26 

. 1,009,878.51 

1,072,808.0: 

716,460.91 

692,610.1’ 

$ 6,620,174.82 

$ 3,769,860.4' 

.$  1,233,071.41 

$ 1,184,109.6:! 

229,892.22 

276,483.0 

11,722.36 

10,325.2 

110,256.76 

95,224.6 

901,410.00 

808,000.0 

166,483.47 

$37,178,397.22 

$39,074,655.5 

REVENUES  AND  EXPENDITURES— GENERAL  CITY  AND  COUNTY 
(Continued) 

For  the  fiscal  years  ended  June  30,  1934  and  1933 
EXPENDITURES 


'epartmental  expenses,  details  annexed . . . 

jiond  redemption  

Bond  interest  

I^Other  interest  

tensions  and  compensation  insurance 

judgments  and  losses 

[publicity  and  advertising 

Contributions  to  public  service  enterprises: 

Hetch  Hetchy  construction 

j Municipal  Railway  

Additions  to  property  from  revenues 

jdiscellaneous,  net 


Fiscal  Years 
1934 

$25,483,716.14 

2,519,100.00 

2,340,169.44 

86,378.63 

1,397,963.31 

129,414.95 

180,101.23 


Ended  June  30 
1933 

$28,333,951.49 

2,244,100.00 

2,481,612.29 

97,162.38 

1,381,505.06 

305,050.37 

176,014.51 


2,307,688.04 

111,733.00 

752,832.25 


1,701,132.17 

384.575.02 

982.380.02 
133,012.53 


Total  expenditures  $35,309,096.99  $38,220,495.84 


Net  revenues  transferred  to  surplus $ 1,869,300.23  $ 854,159.69 


| Note — Relief  expenditures  financed  by  sale  of  Relief  bonds  ($6,500,000.00)  and 

oans  from  the  State  of  California  ($1,466,552.00)  are  not  included  in  the  expenditures 
jhown  in  the  foregoing  schedule.  These  expenditures,  aggregating  $7,966,552.00  for  the 
|wo  fiscal  years  ended  June  30,  1934,  are  shown  as  deferred  charges  on  the  annexed 
Proprietary  balance  sheet  and  are  to  be  charged  to  future  operations  as  explained  in 
he  comments  on  page  7 of  the  accompanying  report. 

' Public  Service  Enterprises’  revenues  and  expenses  are  shown  on  page  46  of  this 

eport. 


DEPARTMENTAL  REVENUES— GENERAL  CITY  AND  COUNTY 

For  the  fiscal  year  ended  June  30,  1934 


General  government: 


Municipal  Courts  $ 71,954.05 

County  Clerk  90,926.35 

Sheriff  37,639.98 

Coroner  1,342.28 

Registrar  1,506.25 

City  Engineer  11,876.17 

Treasurer  7,564.50 

Department  of  Public  Works 3,790.52 

Other  2,975.89 


$229,575.99 


Protection  of  life  and  property: 

Recorder  

Department  of  Electricity. . 

Public  Administrator  

Public  Pound  

Fire  Department  

Police  Department  

Agricultural  Commission  . . 


$ 94,336.15 
, 42,390.29 

. 61,892.08 

2,774.50 
3,341.22 
1,711.64 
1,207.43 


$207,653.31 


Recreation : 

Park  Commission: 

Golf  Links  

Children’s  quarters 
Fleishhacker  Pool 

Beach  Chalet  

Other  revenue  


$143,368.43 

48,674.98 

59,580.34 

21,030.32 

62,430.24  $335,084.31 


Recreation  Commission  $ 35,568.15 

Auditorium  41,620.54 

War  Memorial  33,494.41 

De  Young  Museum 55.41 

California  Palace  of  Legion  of  Honor 1,077.65  $446,900.4’ 


Charities,  hospitals,  and  corrections: 

Juvenile  Detention  Home 

Board  of  U.  S.  Prisoners,  Sheriff. 

San  Francisco  Hospital 

Relief  Home 

County  Welfare  Department 


$ 37,290.13 
6,129.60 
15,985.22 
8,517.16 

840.00  $ 68,762.1 
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DEPARTMENTAL  REVENUES— GENERAL  CITY  AND  COUNTY  (Continued) 

For  the  fiscal  year  ended  June  30,  1934 

Education : 

Schools  $111,843.64 

Library  18,048.57  $129,892.21 


| Other: 

Central  Office,  Board  of  Health $ 97,005.79 

Highways,  Department  of  Public  Works 26,246.88 

; Airport  21,094.68 

1 General  and  miscellaneous 5,939.97  $150,287.32 


Total  departmental  revenues $1,233,071.41 


( 26  ) 


DEPARTMENTAL  EXPENSES— GENERAL  CITY  AND  COUNTY 


For  the  fiscal  year  ended  June  30,  1934 


General  government: 

Board  of  Supervisors $ 37,885.06 

Clerk  of  Board  of  Supervisors 89,448.42 

Mayor  44,591.04 

Chief  Administrative  Officer 37,878.24 

Controller  175,233.02 

Treasurer  52,833.89 

Assessor  235,718.28 

Tax  Collector  135,731.78 

City  Attorney  65,548.08 

District  Attorney  94,090.23 

Public  Defender  15,718.56 

Other  general  executive: 

Director  of  Finance  and  Records 5,438.07 

Department  of  Public  Works 62,219.04 

City  Engineer  200,454.23 

Bureau  of  Architecture 107.89 

Civil  Service  Commission 51,641.70 

City  Planning  Commission 12,798.23 

Central  Permit  Bureau 16,392.30 

Board  ot  Permit  Appeals 6,589.87 

Real  Estate  Department 18,967.22 

Beverage  Commission  548.50 


Judiciary: 


Municipal  Courts  203,227.47 

Superior  Courts  205,639.23 

County  Clerk  134,728.22 

Law  Library 9,531.45 

Grand  Jury  9,331.25 

Coroner  44,567.77 

Sheriff  133,304.11 

Elections  202,816.67 

Care  and  maintenance  of  buildings 320,409.94 


$ 2,623,389.7 


Protection  of  life  and  property: 


Police  Department  $3,070,261.03 

Fire  Department 2,929,539.45 

Recorder  87,750.59 

Sealer  of  Weights  and  Measures 20,909.05 

Inspection  service  133,770.99 

Department  of  Electricity 150,570.47 

Public  Pound  16,150.00 

Public  Administrator  36,428.88 


$ 6,446,380.4 
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DEPARTMENTAL  EXPENSES— GENERAL  CITY  AND  COUNTY  (Continued) 


Recreation : 


Educational  

Parks  

Music  and  celebrations. 

Auditorium  

Opera  House  

War  Memorial  

Playgrounds  


.$  234,289.05 
. 1,009,591.07 
37,325.65 
43,405.88 
42,872.03 
34,497.94 
422,940.77 


$ 1,824,922.39 


Charities,  hospitals,  and  corrections: 

General  administration  $ 10,731.90 

Outdoor  poor  relief 41,653.31 

Poor  in  institutions  (Relief  Home) 462,748.12 

Care  of  children 822,019.38 

Hospitals  1,348,703.73 

Insane  in  hospitals 160,151.42 

Relief  of  needy,  aged,  and  blind 475,216.72 

County  jails  167,707.48 

Juvenile  Detention  Home 26,971.43 

Adult  Probation  Board 24,102.20 

Juvenile  Court 62,858.43 

Burial  of  indigent  dead 12,128.00 


Education: 

Schools  8,160,498.90 

Libraries  297,312.14 


Conservation  of  health: 

General  administration $ 40,375.94 

Statistics  17,921.18 

Prevention  and  treatment  of  communicable  diseases 185,975.97 

Conservation  of  child  life 191,246.02 

Food  regulation  and  inspection 66,971.12 


$ 3,614,992.12 


$ 502,490.23 


Sanitation : 

Sewers  and  sewage  disposal. 

Street  cleaning  

Removal  of  dead  animals 
Inspection  service  


210,695.97 
432,877.42 
6,500.00 
9,398.74  $ 


659,472.13 


Highways : 

General  administration  $ 73,549.06 

Care  and  maintenance  of  highways  and  highway  struc- 
tures   374,075.92 

Other  care  of  streets,  roads,  and  alleys 991.64 

Street  lighting  710,494.37  ? 1,159,110.99 


Purchasing  Department  $ 116,490.06 

Airport  51,752.97 

Administration  of  public  trusts 27,903.99 


$ 196,147.02 


Total  departmental  expenses. 


$25,483,716.14 
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1,238,754.19  1,733,134.48 
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JUNE  30,  1934  ( 
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COUNTY  OF  SAN  FRANCISCO 


SPECIAL  AND  TRUST  FUNDS  BALANCE  SHEET— JUNE  30,  1934  (Continued) 


LIABILITIES 


315.00 
4,650.97 

51,212.40 

127.877.83 

20.00 

19,257.45 

605.64 

3,745.92 

424.26 

28.257.39 

22.747.40 

198.537.83 
48,818.04 

$522,178.77 


4,386.28 
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■JUNE  30,  1934  (Continued) 
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PUBLIC  SERVICE  ENTERPRISES— REVENUES  AND  EXPENSES 


(46) 


Net  revenues  before  comparison  charges $ 4,317,883.53  $ 2,890,037.88  $ 158,512.74  $ 1,269,332.91 

Comparison  charges  859,163.93  417,287.32  263,668.16  178,208.45 
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EMPLOYEES  RETIREMENT  SYSTEM— STATEMENT  OF  ASSETS  AND 
LIABILITIES*  AT  JUNE  30,  1934 

LEDGER  ASSETS: 


Cash,  as  adjusted $ 89,246.14 1 

City  and  County  of  San  Francisco  bonds 3,485,422.67 

United  States  Treasury  bonds 438,236.44  fe 

State  of  California  bonds 1,872,621.68 

City  of  Sacramento  bonds 464,315.32 

Bonds  of  other  Northern  California  municipalities  or  school  districts 4,531,921.50  i 

Public  Utility  bonds  2,777,581.30 

Railroad  bonds  717,878.75  r 

Accrued  interest  243,391.11  p 

Employees'  contributions  in  course  of  collection 22,767.0(; 


Account  with  City  and  County  of  San  Francisco: 

•♦Miscellaneous  

Fire  

Police  


172,438.8: 

1,097,304.0: 

1,006,757.9 


Total  ledger  assets $16,919,882.8 

NONLEDGER  ASSETS: 

Present  value  of  City’s  accumulated  contributions  to  be  released  by  death . . $ 140,260.7 

Present  value  of  City’s  accumulated  contributions  to  be  released  by  disa- 
bility retirement  32,881.4 

Present  value  of  City’s  future  contributions  under  compensation  insurance 

claims  pending  at  June  30,  1934 76,634.4 


. $17,169,669.4 


Pi 


11 


ill 


Total  assets 
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EMPLOYEES  RETIREMENT  SYSTEM— STATEMENT  OF  ASSETS  AND 


LIABILITIES*  AT  JUNE  30,  1934  (Continued) 

LIABILITIES:* 

♦Miscellaneous  members’  accumulated  normal  contributions $ 6,306,102.55 

ire  members’  accumulated  contributions (None) 

olice  members’  accumulated  contributions 736,561.31 

[iscellaneous  members’  accumulated  additional  contributions 53,621.75 

ity’s  accumulated  contributions,  current  service  (to  match  miscellaneous 
i members’  normal  contributions) 6,306,102.55 

ity’s  accumulated  contributions,  current  service: 

Fire  850,747.57 

Police  247,679.06 

ity’s  other  accumulated  contributions 745,144.01 

iresent  value  of  service  retirement  allowances  (current  service)  granted  to 
retired  members : 

| ‘‘Miscellaneous  964,190.31 

Fire  97,346.62 

| Police  57,017.77 

(resent  value  of  disability  retirement  allowances  (current  service)  granted 
I to  retired  members: 

“Miscellaneous  179,217.92 

Fire  5,828.76 

Police  24,627.11 

(resent  value  of  death  allowances  (current  service)  granted  on  account  of 
; deceased: 

' “Miscellaneous  21,765.44 

f Fire  107,768.28 

Police  68,899.97 

1 'resent  value  of  monthly  installments  not  yet  due 2,793.05 

!x-members’  accumulated  contributions  in  suspense 3G5.30 

'resent  value  of  payments  to  be  made  under  compensation  insurance  claims 

i pending  at  June  30,  1934  76,634.44 

-eserve  under  investments  317,245.68 


Total  liabilities  $17,169,659.45 


* The  liability  for  the  payment  of  benefits  granted  or  to  be  granted  on  account  of 
rior  service  is  not  included  in  this  statement,  except  for  the  item  “City’s  other  accumu- 
ited  contributions.”  The  exclusion  of  this  liability  does  not  affect  the  condition  of  the 
letirement  System  shown  in  the  statement,  since  the  City  has  definitely  assumed  the 
iability  for  prior  service  whatever  its  amount  may  be.  (Subdivision  (h),  Section  4, 
Ordinance  No.  9134.)  Also,  assets  and  liabilities  on  account  of  current  service  are  in- 
luded  here  to  the  extent  only  that  contributions  have  been  made  for  that  service. 

“ “Fire”  and  “Police”  include  persons  who  were  members  of  those  departments 
rior  to  January  8,  1932.  “Miscellaneous”  includes  all  other  members  of  the  Retirement 
■ystem. 


San  Francisco  Water  Department 
Report 

For  the  fiscal  year  ended  June  30, 1934 


William  Dolge  & Company 

Certified  Public  Accountants 
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William  Dolge  & Company 

Certified  Public  Accountants 
Balfour  Building,  351  California  Street 
San  Francisco,  California 


March  2,  1935. 

Leonard  S.  Leavy,  Esq.,  Controller,  City  and  County  of  San  Francisco, 
San  Francisco,  California. 

Dear  Sir:  Consequent  upon  your  request,  we  have  audited  the  Bal- 
ance Sheet  of  the  San  Francisco  Water  Department  as  at  June  30,  1934, 
and  have  examined  Income  and  Expense  Accounts  for  the  fiscal  year 
ended  June  30,  1934. 

This  examination  embraced  a verification  of  the  Assets  and  Liabil- 
ity Accounts  of  the  Water  Department  as  at  June  30,  1934,  and  a 
general  review  and  test  of  Incomes  and  Expenses  as  reflected  by  the 
accounts  to  the  extent,  in  our  opinion,  required  to  satisfy  us  of  the 
essential  integrity  of  the  presentation  of  the  financial  condition  and  of 
the  operations.  The  accounts  were  found  in  good  order  and  well  main- 
tained. 

Upon  the  conclusion  of  this  attention  there  are  presented  the  follow- 
ing financial  statements: 


Statement  A 
Statement  A-l 

Statement  B 
Statement  C 

Statement  D 


Balance  Sheet,  June  30,  1934. 

Balance  Sheet,  June  30,  1934 — in  Double  Ac- 
count Form. 

Surplus  From  Operations,  June  30,  1934. 
Income  Statement,  Fiscal  Year  Ended  June  30, 
1934. 

Income  Statement  Showing  Comparison  Cred- 
its and  Charges,  Fiscal  Year  Ended  June  30, 
1934. 


Statement  E Analysis  of  Appropriations  and  Expenditures 
— Water  Extension  Reserve  Fund,  From 
March  3,  1930,  to  June  30,  1934. 

Schedule  A1  to  A7  In  Analysis  of  Balance  Sheet. 


Schedule  Cl  to  C6  In  Analysis  of  Income  Account. 

together  with  a General  Report. 

The  total  Income  for  the  fiscal  year  ended  June  30,  1934,  was  $6,620,- 
006.27,  while  the  total  Expenses  were  $3,729,968.39',  including  a depre- 
ciation charge  of  only  $60,000.00,  and  results  in  a stated  Net  Income  of 
$2,890,037.88  as  set  forth  in  Statement  C.  Of  this  amount,  $671,489.55 
was  appropriated  for  Additions  and  Betterments,  $1,039,083.33  for  Bond 
Redemption,  $9,855.76  for  purchase  of  lands,  and  $901,410.00  was  con- 
tributed to  the  General  Fund  of  the  City  and  County  of  San  Francisco, 
leaving  a balance  of  $268,199.24  as  addition  to  Unappropriated  Surplus. 
During  the  year  1933-34  there  were  adjustments  to  Unappropriated 
Surplus  Account  in  the  net  amount  of  $737,406.78  as  set  forth  in  State- 
ment B so  that  the  balance  of  Unappropriated  Earned  Surplus  June  30, 
1934,  $250,582.86,  is  less  by  $469,207.54  than  the  balance  at  June  30, 
1933,  which  was  stated  at  $719,790.40. 

Giving  consideration  to  comparison  charges  and  credits  as  required 
by  Ordinance,  the  net  Income  of  the  Water  Department  for  the  fiscal 
year  ended  June  30,  1934,  is  reduced  to  $2,472,750.56,  as  shown  in  detail 
in  Statement  D.  Faithfully  yours, 


WILLIAM  DOLGE  & COMPANY, 

Certified  Public  Accountants, 


By  WILLIAM  DOLGE,  C.  P.  A. 

(Wherever  italics  appear  in  this  report,  they  indicate  red  figures.) 
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SAN  FRANCISCO  WATER  DEPARTMENT 
STATEMENT  A 

BALANCE  SHEET 
June  30,  1934 

ASSETS 


Fixed  Capital  (Schedule  1) 

Spring  Valley  Plant  taken  over  March  3,  1930 $42,694,266.53 

Intangible  Capital — Organization  235,018.49 

Municipal  Water  Works 99,215.11 

Plant  Additions  to  June  30,  1934 3,458,560.89 

Miscellaneous  Equipment  24,736.26 


Current  Assets  

Treasurer — The  Water  Revenue  Fund  (Schedule  2) $ 533,360.14 

Cash  Revolving  Fund  (Schedule  3) 30,000.00 

Accounts  Receivable — Consumers 555,094.67 

Accounts  Receivable — Other  (Schedule  4) 35,371.82 


Suspended  Accounts  Receivable — Net 

Other  Assets  

Materials  and  Supplies  (Schedule  5) $ 209,963.11 

Prepaid  Expenses  (Schedule  6) 27,463.02 


Special  Funds — Treasurer  

Water  Distribution — 1933  Bond  Fund $ 1,352,135.00 

Bond  Redemption  Fund — Spring  Valley  Bonds 1,001,000.00 

Bond  Interest  Fund — Spring  Valley  Bonds 848,340.00 

Bond  Interest  Fund — Water  Distribution  Bonds 2,907.45 

Water  Extension  Reserve  Fund 357,141.06 

Depreciation  Reserve  Fund 260,109.34 

Land  Purchase  Fund 4,696.93 

Special  Deposit  Fund 48,81S.04 


Deferred  Charges  and  Unadjusted  Debits 

Property  Abandoned  $ 133,700.29 

Unadjusted  Rental  Charges  to  City  Departments 41,958.33 


."till 


a 

C 

C 


Valu 

Surf 


Totals 
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SAN  FRANCISCO  WATER  DEPARTMENT 
STATEMENT  A (Continued) 

BALANCE  SHEET  (Continued) 

June  30,  1934 

LIABILITIES  AND  RESERVES 

Funded  Debt  

Spring  Valley  Bonds,  City  and  County  of  San  Francisco 

4%%  Due  Serially  1934-1970 $37,000,000.00 

Less  Serial  Redemption  Due  July  1,  1934 1,000,000.00 


Funded  Debt — Accrued  and  Unpaid 

Bonds  Maturing  July  1,  1934 $ 1,000,000.00 

Bond  Interest  Payable  July  1,  1934 832,500.00 

Bond  Interest  Accrued — Payable  December  1,  1934 4,413.33 

Matured  Coupons  Unpaid — Spring  Valley  Bonds 15,840.00 

Matured  Bonds  Unpaid — Spring  Valley  Bonds 1,000.00 

Current  Liabilities 

Accounts  Payable — Schedule  7 $ 117,176.42 

Consumers  Deposits  and  Advances  for  Construction 48,818.04 

Contract  Progress  Payments  Withheld 16,109.31 

Depreciation  Reserve  Fund — Accounts  Payable 2,165.59 

Interest  Payable — Consumers  Deposits 258.35 

Reserves  and  Deferred  Credits 

Reserve  for  Depreciation $ 259,272.02 

Casualty  and  Insurance  Reserve 56,605.31 

Unearned  Income  From  Rents 48,211.93 

Unamortized  Premium  on  1933  Bonds 28,135.00 

Miscellaneous  Deferred  Credits 17,990.33 


Excess  of  Assets  Over  Liabilities 

City’s  Prorata  of  Earnings  of  Spring  Valley  Water  Co., 

1922  to  1930 $ 4,152,652.24 

Valuation  of  Municipal  Water  Works 100,000.00 

Surplus  From  Operations — Statement  B 7,988,661.48 

Appropriated  $7,738,078.62 

Unappropriated  250,582.86 


12,241,313.72 


Totals 


$52,013,809.35 


Note — Encumbrances  per  Controller’s  Report  have  been  reconciled  with  encumbrances 
per  Water  Department  records  not  reflected  in  this  Balance  Sheet. 
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SAN  FRANCISCO  WATER  DEPARTMENT 
STATEMENT  A-l 

BALANCE  SHEET— IN  DOUBLE  ACCOUNT  FORM 
June  30,  1934 

ASSETS 


Capital  Assets 

Property  Accounts  

Spring  Valley  Plant  taken  over  3-3-30,  Municipal 

Plant,  Additions  since  3-3-30  $46,276,778.79 

Less  Depreciation  Reserve  259,272.02 

Intangible  Capital — Organization  


Current  Assets 

Cash  

Water  Revenue  Fund 
Cash  Revolving  Fund 


Accounts  Receivable  . . 
Consumers — Active 
Sundry  Debtors  . . 


$46,252,525.26 


$ 

$ 533,360.14 

30,000.00 


$ 555,094.67 

35,371.82 


563,360.14 


Dt 

Mi 

Ini 


590,466.49  Mi; 


To 


Materials  and  Supplies 
Prepaid  Expenses  


209,963.11 

27,463.02 


Ik 

Imti 


Total  Current  Assets  

Special  Funds — City  Treasurer  

Deferred  Charges  and  Unadjusted  Debits 

Suspended  Accounts  Receivable — Doubtful  $ 

Abandoned  Property  

Unadjusted  Rental  Charges  to  City  Departments 


59,952.87 

133,700.29 

41,958.33 


$ 1,391,252.76] 
3,875,147.82 
235,611.49 


4,675,873.01 


$10,177,885.09] 


Balance  from  Capital  Accounts 
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SAN  FRANCISCO  WATER  DEPARTMENT 
STATEMENT  A-l  (Continued) 

BALANCE  SHEET— IN  DOUBLE  ACCOUNT  FORM  (Continued) 
June  30,  1934 

LIABILITIES 


Capital  Liabilities 

Bonded  Indebtedness  $37,324,000.00 

Spring  Valley  4y2%  1934-1970 $36,000,000.00 

1933  Water  Distribution  4%  1934-53 1,324,000.00 


Capital  Surplus  at  Acquisition 4,252,652.24 

Excess  of  Capital  Assets — Balance  Carried  Down 4,675,873.02 


$46,252,525.26 


Current  Liabilities 

Purchase  Order  Creditors  $ 8,042.00 

Service  Order  Creditors  39,788.10 

Due  Other  City  Departments  10,214.33 

Matured  Rents  Unpaid  13,446.25 

Interest  Payable — Consumers  Deposits 258.35 

Miscellaneous  Creditors  8,400.98 


Total  Current  Liabilities  $ 80,150.01 

Special  Fund  Liabilities  1,958,131.03 

Includes  $1,000,000.00  bonds  maturing  7-1-34 

Operating  Surplus  and  Reserves  8,139,604.05 

Sundry  Deferred  Income  Credits  and  Reserves $ 150,942.57 

Surplus  Arising  from  Operations 7,988,661.48 
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STATEMENT  B 

SURPLUS  FROM  OPERATIONS 


June  30,  1934 

Balance  June  30,  1933,  Per  Annual  Report 

Net  Income  Fiscal  Year  Ended  June  30,  1934 — Statement  C 


Add — Miscellaneous  Additions  to  Surplus — Net. 


Deduct  

Contribution  to  General  Fund  of  The  City  and  County 

of  San  Francisco  1933-34* $ 901,410.00 

Adjustment — To  remove  from  Fixed  Capital  Accounts 
Amount  of  Payment  to  Spring  Valley  Water  Com- 
pany which  was  for  the  purpose  of  enabling  the  City 
to  take  over  the  properties  March  3,'  1930,  instead  of 
November  1,  1930  745,274.31 


Balance  Earned  Surplus  June  30,  1934 — Statement  A $ 7,988,661.48 


Appropriation  of  Earned  Surplus: 

To  To 

June  30,  1933  1933-34  June  30,  1934 

Appropriated  for 

Additions  and  Betterments $ 3,004,647.24  $ 671,489.55  $ 3,676,136.79 

Bond  Redemption— Spring  Valley  Bonds  3,000,000.00  1,000,000.00  4,000,000.00 

Bond  Redemption— 1933  Water  Distribu- 
tion Bonds  39,083.33  39,083.33 1 

Land  Purchase  Fund 13.002L74  9,855.76  22,858.50 


Total  Appropriated  $ 6,017,649.98  $ 1,720,428.64  $ 7,738,07S.62i 


Unappropriated  Surplus  June  30,  1934 250.5S2.86 


$ 7,988,661.48 


$ 6,737,440.38 
2,890,037.88 


$ 9,627,478.26 
7,867.53 


$ 9,635,345.79 
1,646,684.31 


•Total  Contributions  to  General  Fund: 


Fiscal  Year  1931-32 $ 273,000.00 

Fiscal  Year  1932-33 808,000.00 

Fiscal  Year  1933-34 901,410.00 


Total 


.$  1,982,410.00 
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STATEMENT  C 

INCOME  STATEMENT 

Fiscal  Year  Ended  June  30,  1934 


J Operating  Revenues — Commercial  Sales 

Metered  Service  $ 6,122,781.67 

Outside  of  San  Francisco 281,330.80 

Municipal  Departments  (Overplus  Ordinance  8691) 91,686.78 


Operating  Expenses  

Source  of  Water  Supply Schedule  1 $201,388.98 

Pumping  Schedule  2 292,991.27 

Purification  Schedule  3 29,024.90 

Transmission  and  Distribution Schedule  4 253,038.02 

Collections,  Reading  Meters,  etc Schedule  5 310,654.10 

General  and  Miscellaneous Schedule  6 207,437.36 

Taxes — Actual  200,250.28 

Depreciation  (Ordinance  8691)  60,000.00 

Depreciation  of  General  Equipment 1,000.00 

Uncollectible  Water  Bills  25,017.29 


$ 6,495,799.25 


$ 1,580,802.20 


Net  Operating  Revenues  $ 4,914,997.05 


Other  Income  124,207.02 

Rent  from  Buildings  and  Land,  including  Crop  Shares.. $ 54,082.42 

Walnut  Orchard  Sales  23,363.83 

Interest  Earned  on  Fund  Balances 46,760.77 


Gross  Income  $ 5,039,204.07 

Income  Deductions  2,149,166.19 

Interest  on  Funded  Debt $ 1,665,000.00 

Rent  Deductions — -Hetch  Hetchy  Aqueduct,  etc 447,766.00 

Agricultural  Division  Walnut  Orchard,  Rent  Expense,  etc.  36,400.19 


Net  Income — Fiscal  Year  1933-34 — Statement  B $ 2,890,037.88 
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STATEMENT  D 

INCOME  STATEMENT  SHOWING  COMPARISON  CHARGES  AND  CREDITS 


Fiscal  Year  Ended  June  30,  1934 

Operating  Revenue — Commercial  Sales $ 6,854,289.53 

Metered  Service  $ 6,122,781.67 

Outside  of  San  Francisco 281,330.80 

Municipal  Departments — Actual  91,686.78 

Municipal  Departments — For  Comparison  358,490.28 


Operating  Expenses 

Source  of  Water  Supply Schedule  1 

Pumping  Schedule  2 

Purification  Schedule  3 

Transmission  and  Distribution Schedule  4 

Collections,  Reading  Meters,  etc Schedule  5 

General  and  Miscellaneous Schedule  6 


Municipal  Taxes  for  Comparison 

Taxes — Actual  

Depreciation  (Ord.  8691)  

Depreciation  of  General  Equipment. 
Uncollectible  Water  Bills  


$201,388.98 

292.991.27 
29,024.90 

253,038.02 

310,654.10 

207,437.36 

358.490.28 

200.250.28 
60,000.00 

1,000.00 

25,017.29 


Net  Operating  Revenues  $ 4,914,997.05 

Other  Income  124,207.02 

Rents  from  Buildings  and  Land,  including  Crop  Shares. . .$  54,082.42 

Walnut  Orchard  Sales  23,363.83 

Interest  Earned  on  Fund  Balances 46,760.77 


Gross  Income  $ 5,039,204.07 

Income  Deductions  2,149,166.19 

Interest  on  Funded  Debt $ 1,665,000.00 

Rent  Deductions  (Hetch  Hetchy  Aqueduct,  etc.) 447,766.00 

Agricultural  Division,  Walnut  Orchard — Rent,  Expense, 

etc 36,400.19 


Net  Income  Before  Deducting  Income  and  Franchise  Taxes. . . 

Taxes  for  Comparison  

Federal  Income  Tax  at  13%% $ 394,206.61 

State  of  California  Corporation  Franchise  Tax 23,080.71 


$ 2,890,037.88 
417,287.32 


Net  Income  Fiscal  Year  Ended  June  30,  1934,  for  Comparison. . 


$ 2,472,750.56 


ANALYSIS  OF  APPROPRIATIONS  AND  EXPENDITURES 


(61) 


165,333.53  $ 3,350,969.35 
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SCHEDULE  A-l 

FIXED  CAPITAL 


Fixed  Capital  Taken  Over  March  3,  1930 


Spring  Valley  Plant  and  Equipment — In  Use;  Option  Price, 

Plus  Additions,  Less  Depreciation  and  Other  Credits 

Adjustments  

Transfer  to  Miscellaneous  Equipment  Accounts $ 

Transfer  to  Accounts  Receivable 

Transfer  to  Deposits  for  Construction 

28,910.83 

1,821.91 

1,490.08 

$42,902,614.3.' 

8,718.51 

$ 

Transfer  of  General  Equipment  from  Supplies  Account. . 

32,222.82 

23,504.27 

Adjusted  Balance  as  of  March  3,  1930 

Sales  and  Abandonments  March  3,  1930  to  June  30,  1934 

Sales  of  Land  and  Right  of  Way — March  3, 1930  Valuation.  $ 
Property  Abandoned — March  3,  1930  Valuation 

55,087.15 

144,542.12 

$42,893,895.8' 

199,629.2' 

Spring  Valley  Plant  and  Equipment — In  Use  June  30,  1934 

$42,694,266.5 

Municipal  Water  Works 

March  3,  1930  Valuation  $ 

Less  Transfer  to  Supplies 

100,000.00 

784.89 

$ 99,215.1 

Balance  of  Fixed  Capital  Taken  Over  March  3,  1930 $42,793,481.6 


ADDITIONS  BY  SAN  FRANCISCO  WATER  DEPARTMENT 


Plant  Extensions 


Source  of  Water  Supply 

Transmission  and  Distribution  . . . 

Pumping  Station  

Purification  

Landed  Capital  

Building  and  Grounds  

General  Equipment  

Fixed  Capital  Under  Construction. 
Walnut  Orchard  


Fiscal  Year 
1933-34 

$ 14,206.50 

344,145.24 

35.728.15 
4,062.96 

28,513.35 

46.694.15 
364,810.93 


Mar.  3,  1930  to 
June  30,  1934 
$ 1,105,982.43 
1,722,770.73 
63,381.01 
11,565.23 
30,509.20 
41,883.30 
63,653.43 
417,675.25 
1,140.31 


$ 3, 458, 560. f 


$ 838,161.28  $ 3,458,560.89 


$46,252,042. 

Miscellaneous  Equipment — Balance  June  30,  1934 24,736. 


Total  Tangible  Capital  $46,276,778. 

Intangible  Capital— Interest  on  Indebtedness  Prior  to  Acquisi- 


tion Date  235,018.  - 

Total  Fixed  Capital— Statement  A $46,511,797. 
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SCHEDULE  A-2 

THE  WATER  REVENUE  FUND 

Treasurer’s  Balance  $ 560,567.90 

Less  Warrants  Outstanding , 58,270.66 


$ 502,297.24 

Deposits  Subsequently  made  with  Treasurer  31,062.90 

Cash  on  Hand $ 15,4,46.66 

Cash  in  Banks 15,616.24 


$ 533,360.14 


SCHEDULE  A-3 

REVOLVING  FUND 

Bank  of  America $ 21,821.49 

Revolving  Fund  $ 20,321.49 

Consumers  Deposit  Fund 1,000.00 

Consumers  Adjustment  Fund 500.00 


Petty  Cash  Fund 2,650.00 

Small  Change — Collection  Dept. $ 1,900,00 

G.  J.  Davis — Millbrae 300.00 

A.  W,  Ebright— Sunol 200.00 

T.  Mayhew — San  Francisco1 150.00 

General  Cashier  100.00 


Reimbursements  in  Transit 973.21 

Vouchers  for  Reimbursement 4,555.30 


Total  $ 30,000.00 


SCHEDULE  A-4 

ACCOUNTS  RECEIVABLE— OTHER 

Due  from  Miscellaneous  Debtors $ 14,926.85 

Miscellaneous  Rents  Receivable 7,001.21 

Unmatured  Rents  Receivable 522.58 

Due  from  Walnut  Growers  Association....  2,463.31 

Due  from  Other  City  Departments 10,457.87 

Public  Utilities  Commission $ 10,000.00 

San  Francisco  Airport 267.08 

Police  Department  173.44 

General  Fund  12.42 

Hetch  Hetchy  Water  Supply 3.00 

Delinquent  Tax  Bureau 1.93 


$ 35,371.82 
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SCHEDULE  A-5 

MATERIALS  AND  SUPPLIES 

City  Distribution  System $ 129,611.75 

Peninsula  System  55,961.12 

Alameda  Division  2,481.75 

Calaveras  Warehouse 713.99 

Hay  and  Grain  Warehouse 3,096.23 

Postage  Stamps  12.61 

Water  Extension  Reserve  Fund 23,536.49 


$ 215,413.94 

Less  Materials  and  Supplies  Suspense — 

City  Distribution  System 5,450.83 


Total  $ 209,963.11 


SCHEDULE  A-6 
PREPAID  EXPENSE 

Prepaid  Rents  $ 52.50 

Prepaid  Insurance  1,876.04 

Shop  Expense — Stock  Manufacturing  Ac- 
count  12,985.07 

Shop  Expense — Miscellaneous  Jobs 4,227.09 

Miscellaneous  Jobbing  and  Sales  Account. . 4,147.64 

Sunol  Stables — Operations  191.75 

Boarding  House — Peninsula  Division  Op- 
erations   100.00 

Walnut  Orchard  Expense  1934-35  Crop 3,882.93 


$ 27,463.02 


SCHEDULE  A-7 
ACCOUNTS  PAYABLE 

Miscellaneous  Creditors — Water  Revenue 

Fund  $ 7,479.41 

Miscellaneous  Creditors — Water  Extension 

Reserve  Fund  37,284.76 

Purchase  Order  Creditors — Water  Revenue 

Fund  8,042.00 

Service  Order  Creditors— Water  Revenue 

Fund  39,788.10 

Accounts  Payable — Hetch  Hetchy  Water 

Supply  1,538.60 

Accounts  I Payable — Other  San  Francisco 

Departments  8,675.73 

Industrial  Accident  Commission  Awards..  92L67 

Matured  Rents  Unpaid 13,446.25 


Total  $ 117,176.42 
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SCHEDULE  Ol 

SOURCE  OF  WATER  SUPPLY  EXPENSES 


Fiscal  Year 
1933-34 

Superintendence  $ 24,206.23 

Operating  Labor  2.21,935.88 

Operating  Supplies  and  Expense 54,275.62 

Repairs  to  Buildings  and  Fixtures 18,479.44 

Repairs  to  Surface  Facilities 31,781.99 

Repairs  to  Ground  Facilities 629.47 

Water  Purchased  for  Resale 48,750.00 

Repairs  to  Miscellaneous  Equipment 330.35 


Fiscal  Year 
1932-33 

$ 30,008.92 

21,010.61 
59,167.61 
35,781.42 
10,967.78 
2,127.96 
97,500.00 
458.76 


Total 


$ 201,388.98  $ 257,023.06 


SCHEDULE  C-2 


PUMPING  EXPENSE 


Labor,  Pumping $ 100,959.64  $ 

Labor,  Miscellaneous  1,561.18 

Fuel  for  Steam 37,234.49 

Power  Purchased  137,634.73 

Lubricants  648.37 

Miscellaneous  Supplies  and  Expense 3,143.04 

Repairs  to  Primary  Pumping  Equipment. . 5,157.96 

Repairs  to  Boilers  and  Equipment 151.28 

Repairs  to  Miscellaneous  Equipment 1,276.50> 

Repairs  to  Stations,  Buildings  and  Grounds} 

Repairs  to  Pumping  Stations,  Gardening.  $ 5,224.08 


138,852.31 

1,791.17 

50,035.79 

171,444.89 

1,666.94 

6,728.48 

6,706.60 

1,893.93 

5,223.29 

9,285.31 


$ 292,991.27  $ 393,628.71 


SCHEDULE  C-3 


PURIFICATION  EXPENSE 


Fiscal  Year 
1933-34 

Superintendence  $ 1,271.20 

Labor 12,104.67 

Supplies  and  Expense 13,219.69 

Repairs  to  Plants  and  Structures 2,429.34 


Fiscal  Year 
1932-33 

$ 710.42 

9,447.72 
16,452,58 
3,212.70 


$ 29,024.90  $ 29,823.42 


Total 


SCHEDULE  C-4 


TRANSMISSION  AND  DISTRIBUTION  EXPENSE 


Fiscal  Year 
1933-34 


Superintendence  $ 29,578.25 

Patrolling  Storage  Facilities 8,695.00 

Meters  and  Fittings  Department 48,618.35 

Street  Department  13,047.04 

Customers  Premises  Expense 18,105.99 

Miscellaneous  Supplies  and  Expense 11,135.92 

Repairs  to  Transmission  Mains  and  Canals.  16,381.10 

Repairs  to  Reservoirs,  Tanks  and  Stand 

Pipes  1,618.23 

Repairs  to  Distribution  Mains  and  Canals.  . 29,639.32 

Repairs  to  Service 71,059.28 

Repairs  to  Distribution  Buildings 4,737.18 

Repairs  to  Miscellaneous  Distribution 

Equipment  422.36 


$ 


32,261.70 

10,284.32 

48,666.73 

13,044.93 

12,817.53 

14,573.45 

24,362.08 


4,742.52 

27,105.93 

73,334.25 

4,763.09 

905.38 


Total 


.?  253,038.02  $ 266,861.91 


SCHEDULE  C-5 
COMMERCIAL  EXPENSE 


Collections  

Reading  Meters 

Bookkeeping  Department 

General  

Inspection  and  Service.. 
Shipping  


$ 


102,923.86 

30,621.99 

99,928.37 

27,038.15 

36,897.82 

13,243.91 


$ 100,219.97 
35,276.73 
111,029.61 
41,775.96 
40,202.51 
14,309.10 


Total 


,$  310,654.10  $ 342,813.88 


SCHEDULE  C-6 

GENERAL  AND  MISCELLANEOUS  EXPENSE 


Salaries  of  General  Officers $ 

Salaries  of  General  Office  Clerks 

Miscellaneous  Supplies  and  Expense 

Legal  Expense  

Injuries  and  Damages 

Relief  Department  Expense 

Mason  Street  Building  Expense 

Telephone  Operation  

Rest  Room  and  Guest  Cottages 

General  Engineering 

Hydrography  

Purchasing  and  Miscellaneous 

Miscellaneous  

Unemployment  Situation  

Insurance,  Compensation  

Insurance,  Other 

Repairs,  Mason  Street  Building 

Repairs,  Telephone  System 

Advisory  and  Consulting  Expense 

Public  Utility  Commission  Expense 


15,088.02  $ 17,847.84 

29,146.75  31,485.61 

5.457.60  7,267.74 

35.00 

2,356.02  4,155.47 

43,904.72  44,385.99 

20,159.48  21,173.91 

12,900.97  13,497.40 

1,404.23  1,669.87 

13,511.37  21,897.84 

2^926.31  3,001.45 

1,534.50  392.24 

1.580.60  5,440.68 

62.08 

13,432.32  15,396.61 

5,943.74  6,341.06 

2,259.57  3,310.67 

5,111.01  5,982.15 

5,324.15  10,871.85 

25,396.00  25,504.16 


$ 


207,437.36 


Total 
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GENERAL  REPORT 

This  examination  of  the  accounts  of  the  San  Francisco  Water  De- 
partment covers  the  fiscal  year  ended  June  30,  1934. 

The  accounts  were  found  in  good  order. 

THE  BALANCE  SHEET 
Fixed  Capital  $46,511,797.28: 

The  investment  in  Fixed  Capital  is  summarized  as  follows: 


Spring  Valley  Properties  taken  over  March  3,  1930. . . . 142,694,260.53 

Intangible  Capital — Organization  235,018.49 

Municipal  Water  Works 99,215.11 

Plant  Extensions  March  3,  1930  to  June  30,  1934 3,458,560.89 

Miscellaneous  Equipment  24,736.26 


Total  $46,511,797.2:8 


The  Spring  Valley  properties  taken  over  March  3,  1930  are  stated  at 
$42,694,266.53,  the  purchase  price  $42,902,614.35  less  net  adjustment  to 
reclassify  assets  taken  over  March  3,  1930,  $8,718.55,  and  less  March, 
3,  1930  valuation  of  properties  sold  and  properties  abandoned  subse- 
quent to  March  3,  1930,  $199,629.27.  The  purchase  price  includes  prop- 
erties subsequently  taken  over  by  the  City  for  streets,  etc.  These  prop- 
erties estimated  hy  the  Real  Estate  Division  of  San  Francisco  W.ater 
Department  to  have  a March  3,  1930  value  of  $143,221.07  have  not  been 
reclassified.  The  purchase  price  also  includes  Harding  Memorial  Golf 
Course  which  the  Park  Commission  hold  under  an  unexpired  lease 
from  Spring  Valley  Water  Company.  This  property  also  has  not  been 
reclassified.  The  Water  Department  has  not  received  rent  for  use  of 
Harding  Park. 

Section  1218  of  the  City  Charter  provides  that  the  Public  Utilities 
Commission  shall  determine  the  amount  of  reasonable  annual  depre- 
ciation of  each  utility  under  its  jurisdiction,  which  determination 
shall  be  upon  the  basis  of  an  appraisal  of  the  estimated  life  and  the 
then  current  depreciated  value  of  the  several  classes  of  property  in  each 
utility.  Such  appraisal  of  Water  Department  properties  will  establish 
unit  valuations  in  accord  with  the  classifications  prescribed  by  the 
Railroad  Commission  for  Water  Utilities.  Ordinance  No.  8691  creating 
the  San  Francisco  Water  Department  provides  that,  pending  an  ap- 
praisal and  the  consequent  determination  of  depreciation,  the  arbi- 
trary sum  of  $60,000.00  annually  shall  be  set  aside  in  monthly  install- 
ments of  $5,000.00  in  a depreciation  reserve  fund.  In  our  opinion  the 
amount,  $60,000.00  per  annum,  is  inadequate. 

Intangible  Capital — Organization,  $235,018.49,  consists  of  the  net 
carrying  charge  for  interest  on  $41,000,000.00  bonds  from  date  of  sale 


of  the  bonds  December  23,  1929  to  March  3,  1930,  the  date  of  acquisi- 
tion of  Spring  Valley  Water  Company  properties  by  the  City,  plus 
the  amount  of  bond  sale  expenses,  as  follows: 

Coupon  Interest  December  23,  1929  to  March  3,  1930 $358,750.00 

Less  Interest  Earned  on  Deposits  of  Bond  Sale  Proceeds..  168,614.13 


Net  Carrying  Charge $190,135.87 

Bond  Sale  Expenses,  including  Advertising,  Printing,  Legal 

Opinions,  Accounting  Services,  etc 44,882.62 


$235,018.49 


The  propriety  of  treating  these  charges  as  Fixed  Capital  rather  than 
as  Deferred  Charges  to  be  amortized  over  the  life  of  the  bonds  may  be 
questioned.  The  failure  to  amortize  the  charges  is  of  smartl  practical 
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consequence,  affecting  the  statement  of  Water  Department  income  only 
to  the  extent  of  $12,052.00  per  annum. 

Municipal  Water  Works  $99,215.11  is  a water  distributing  system, 
formerly  known  as  the  County  Line  Water  Co.  located  in  Reis  Tract 
(Visitacion  Valley)  which  has  been  owned  and  operated  by  the  City 
since  1909.  The  valuation  $99,215.11  is  the  tentative  valuation  of 
$100,000.00  as  of  March  3,  1930  less  $784.89  subsequently  transferred 
to  materials  and  supplies  account.  The  valuation  is  subject  to  change 
upon  appraisal  of  utilities  as  provided  for  by  the  City  and  County 
Charter. 

We  have  satisfied  ourselves  as  to  the  propriety  of  additions  to  Fixed 
Capital  by  reference  to  authorization,  vouchers,  payrolls,  reports, 
and  other  data.  Plant  extensions  for  the  fiscal  year  ended  June  30, 
1931  amounted  to  $838,161.28.  The  total  amount  expended  for  addi- 
tions to  plant  from  date  of  acquisition  by  San  Francisco  Water  Depart- 
ment, March  3,  1930  to  June  30,  1934  is  $3,458,560.89.  Plant  additions 
are  classified  in  Schedule  A-l  presented  herewith.  The  source  of  ex- 
penditures for  additions  was  as  follows: 


Water  Extension  Reserve  Fund . . S 

Land  Purchase  Fund 

Depreciation  Fund  

Bond  Interest  Fund 

Spring  Valley  Bond  Fund 

Operating  Budget  

Trade-in  Allowances  applied  to 
Additions: 

Operative  Property 

March  3,  1930  Property. 


Total  Disbursed  Payable 

,350,969.35  $3,274,368.94  $76,600.41 

72,738.72  72,738.72  

10.056.25  7,890.66  2,165.59 

2,829.88  2,829.88  (Net)  .... 

130.20  130.20  

47.749.25  47,749.25  


691.19  691.19 

2,150.00  2,150.00 


Total  Expenditures  $3,487,314.84  $3,408,548.84  $78,766.00 


Less  28,753.95 

Operative 

Equipment $ 2,095.00 

Construction 

Supplies  23,536.49 

Maintenance  3,122.46 


Total  Additions  $3,458,560.89 


With  respect  to  appropriations  for  additions  and  betterments,  the 
policy  has  been  to  carry  forward  from  year  to  year  unexpended  bal- 
ances of  appropriations  and  to  make  allowance  for  the  unexpended 
balances  of  past  years’  appropriations  when  preparing  the  budget 
for  the  new  year.  Thus  in  effect  the  appropriations  for  the  new  year 
are  the  unexpended  balances  carried  forward  plus  appropriations  set 
forth  in  the  budget  approved  for  the  new  year.  Statement  E is  in 
analysis  of  appropriations  for  and  expenditures  from  the  Water  Exten- 
sion Reserve  Fund  since  March  3,  1930.  Total  Appropriations  for  addi- 
tions and  betterments  (Statement  B)  include: 


Appropriations  to  Water  Extension  Reserve  Fund $3,631,510.00 

Capitalized  Expenditures  Operating  Budget 47.749.25 


$3,679,259.25 

Less  Maintenance  Expenditures  from  Water  Extension  Re- 
serve Fund  3,122.46 
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Water  Extension  Reserve  Fund  expenditures  for  the  fiscal  year  ended 
June  30,  1934  totalled  $757,149.47  and  for  the  period  March  3,  1930 
to  June  30,  1934  totalled  $3,350,969.35.  These  totals  include  $105,410.01 
expended  on  projects  not  included  in  appropriations  of  Earned  Surplus 
and  for  which  we  understand  the  Water  Extension  Reserve  Fund  is 
eventually  to  be  reimbursed  by  transfer  of  funds  from  Water  Dis- 
tribution 1933  Bond  Fund.  Authority  for  sale  of  the  1933  Water 
Bonds  is  subject  to  the  condition  that  the  Bonds  shall  not  be  offered 
for  sale  or  sold  unless  the  United  States  Government  shall  make  a 
grant  of  not  less  than  30%  of  the  cost  of  labor  and  material  employed. 
We  inspected  a certified  copy  of  a contract  with  the  United  States 
Government  providing  for  a grant  of  30%  of  the  cost  of  labor  and 
materials.  The  Balance  Sheet  as  of  June  30,  1934  does  not  reflect  the 
portion  of  the  grant  applicable  to  expenditures  to  June  30,  1934.  Total 
expenditures  as  stated  heretofore  also  include  $59,923.52  expended  in 
connection  with  Civil  Works  Administration  Projects  which  had  not 
been  allocated  to  appropriations  at  June  30,  1934.  The  labor  furnished 
and  paid  for  by  the  United  States  Government  on  CWA  projects  is 
undetermined  as  to  value  and  is  not  reflected  in  the  Accounts  of  the 
Water  Department. 

The  Water  Revenue  Fund: 

All  of  the  receipts  evidenced  by  the  records  were  deposited  with 
the  Treasurer  during  the  period  under  review  with  the  exception  of 
$31,062.90  received  in  June  1934  deposited  with  the  Treasurer  in  July 
1934.  A reconciliation  of  the  City  Treasurer’s  balance  was  furnished  us 
by  the  Controller  and  we  received  from  the  City  Treasurer  confirmation 
of  the  balance  shown  by  his  records  as  of  his  receipt  of  the  deposit 
in  transit.  Reference  was  also  made  to  the  Controller’s  report  on  the 
annual  audit  of  the  City  Treasurer’s  office. 

It  is  the  practice  to  make  disbursements  from  the  Water  Revenue 
Fund  for  account  of  the  Water  Extension  Reserve  Fund  and  to  reim- 
burse the  Water  Revenue  Fund  by  transfer  of  funds  from  the  Water 
Extension  Reserve  Fund  when  the  work  described  on  a work  order  is 
completed.  The  amount  due  the  Water  Revenue  Fund  represented  by 
uncompleted  work  orders  at  June  30,  1934  was  $213,206.34. 

Revolving  Fund: 

Petty  Cash  funds  in  custody  of  employees  in  San  Francisco  were 
verified  by  actual  count.  Petty  cash  funds  held  outside  San  Francisco 
amounting  to  $500.00  and  small  change  funds  in  the  hands  of  outside 
collectors  amounting  to  $1,900.00  were  not  counted  by  us.  Balances  on 
deposit  with  banks  were  confirmed  by  certificates  from  the  respective 
depositaries. 

Accounts  Receivable — Consumers: 

The  consumers’  accounts  were  verified  by  test  examination  of  in- 
dividual accounts  and  reconcilement  of  the  records  of  consumers’ 
accounts  with  the  general  ledger  account.  The  total  of  consumers’ 
active  account  balances  at  June  30,  1934,  exclusive  of  Municipal  De- 
partments, was  $553,762.00,  and  the  net  debit  balance  of  Municipal 
Departments  after  application  of  Comparison  Charges  to  offset  was 
$1,332.67,  a total  of  $555,094.67.  We  made  extensive  tests  of  the  accounts 
giving  particular  attention  to  age  of  the  balances  due  and  found 
the  accounts  tested  generally  to  be  current  or  less  than  thirty  days 
past  due.  There  were  found  to  be  some  accounts  more  than  sixty  days 
past  due  on  which  service  had  not  been  discontinued.  W, hen  service  is 
discontinued  and  a balance  remains  unpaid  the  account  is  transferred 
to  Suspended  Accounts  for  special  attention  by  the  Collection  Depart- 
ment. Suspended  Accounts  are  referred  to  hereinafter  in  a separate 
paragraph. 
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Accounts  Receivable — Other: 

This  item  is  classified  in  Schedule  A-4.  Due  from  Miscellaneous 
Debtors,  total  $14,926.85,  includes  an  amount  of  $13,001.79  due  from 
Crystal  Springs  Country  Club,  and  several  small  balances  of  doubtful 
collectibility  due  from  miscellaneous  debtors,  total  $1,925.06.  The  Ac- 
count Due  from  Public  Utilities  Commission,  $10,000.00,  covers  ad- 
vances made  in  April  1932  in  connection  with  the  Bureau  of  Engineer- 
ing Payroll. 

Suspended  Accounts  Receivable — Net: 

Suspended  Accounts  Receivable — Net  $59,952.87  consists  of  balances 
due  from  consumers  to  whom  service  has  been  discontinued,  $62,608.50, 
less  the  balance  of  the  Reserve  for  Uncollectible  Accounts  taken  over 
from  Spring  Valley  Water  Company,  $2,655.63.  No  other  reserve  for 
uncollectible  accounts  has  been  provided.  About  one-third  of  the  total 
of  Suspended  Accounts  Receivable  represents  accounts  more  than  two 
years  past  due  at  June,  30,  1934.  The  steady  increase  in  the  amount 
of  suspended  accounts  is  indicated  by  the  following  tabulation  of 


balances  as  of  June  30,  1931 $19,678.49 

1932  31,123.37 

1933  51,927.13 

1934  62,608.50 


These  accounts  are  of  doubtful  collectibility  and  in  our  opinion  a re- 
serve for  bad  debts  should  be  provided  in  addition  to  the  write-off  of 
accounts  to  bad  debts  which  has  not  been  sufficient  to  prevent  the 
increase  in  suspended  accounts.  During  the  year  ended  June  30,  1934 
uncollectible  accounts  aggregating  $25,113.47  were  charged  to  Profit 
and  Loss,  a loss  of  % of  1%  of  net  revenue. 

Materials  and  Supplies: 

A physical  inventory  of  Materials  and  Supplies  was  not  taken  on 
June  30,  1934.  The  amounts  stated  in  Schedule  A-5  represent  the  bal- 
ances of  Materials  and  Supplies  accounts  as  of  June  30,  1934.  We 
made  extensive  tests  of  additions  and  withdrawals  recorded  in  the 
accounts  and  are  satisfied  that  the  records  are  carefully  maintained 
but  we  did  not  otherwise  verify  the  balances  at  June  30,  1934. 

Prepaid  Expenses: 

This  item  consists  of  shop  expense  on  jobs  in  progress,  prepaid  in- 
surance, walnut  orchard  expense  1934-35  crop,  and  other  prepaid 
expense  detailed  in  Schedule  A-6. 

Special  Funds — Treasurer: 

We  received  from  the  City  Treasurer  confirmation  of  balances  of 
funds  in  his  custody.  The  funds  aggregating  $3,875,147.S2  are  described 
as  follows: 

The  Water  Distribution  1933  Bond  Fund  $1,352,135.00,  is  the  pro- 
ceeds of  sale  of  bonds  of  a face  value  of  $1,324,000.00  on  which  a 
premium  of  $28,135.00  was  received.  These  bonds  are  issued  under 
authority  of  Bill  No.  436,  Ordinance  15021  and  are  for  additions  to 
water  supply  and  distribution  system.  As  hereinbefore  mentioned, 
expenditures  from  the  Water  Extension  Reserve  Fund  eventually  to 
In'  reimbursed  by  transfer  of  funds  from  the  Water  Distribution  1933 
Bond  Fund  amounted  to  $165,333.53  at  June  30,  1934. 

The  Bond  Redemption  Fund  is  created  for  the  retirement  of  Spring 
Valley  Bonds.  $1,000,000.00  of  which  matured  July  1,  1934  and  $1,000.00 
""Paid  which  had  matured  prior  to  June  30,  1934.  The  Bond  Interest 
Fund.  $848,340.00,  is  created  for  the  payment  of  interest  on  Spring 
Valley  Bonds. 
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The  Bond  Interest  Fund — 1933  Water,  Distribution  Bonds,  $2,907.45 
is  the  amount  of  interest  earned  on  the  Water  Distribution  Bond  Fund 
bank  balance  to  be  applied  to  payment  of  interest  on  the  bonds.  In- 
terest accrued  on  the  bonds  to  June  30,  1934,  payable  December  1, 
1934,  amounted  to  $4,413.33. 

The  Water  Extension  Reserve  Fund  is  analyzed  as  follows: 

Transfers  from  Water  Revenue  Fund $3,631,510.00 

Appropriations  March  3,  1930  to  June 

30,  1933  $3,068,510.00 

Appropriations  Fiscal  Year  1933-34 668,000.00 


$3,736,510.00 

Less  Transfer  of  Funds  to  Water  Rev- 
enue Fund  105,000.00 


Disbursements  $3,274,368.94 

Expenditures — Per  Statement  E $3,350,969.35 

Less  Accounts  Payable — Water  Exten- 
sion Reserve  Fund 76,600.41 

Miscellaneous  Pur- 
chase Creditors $37,284.76 

Contract  Pay- 
ments Withheld  . . . 16,109.31 
Water  Extension 
Fund  Payable  to 
Water  Revenue 
Fund  23,206.34 


Balance  June  30,  1934 $ 357,141.06 


The  Treasurer’s  Balance  at  June  30,  1934  was  $365,424.24,  there 
being  warrants  outstanding  in  the  amount  of  $8,283.18  at  the  close  of 
the  Fiscal  Year. 

The  Depreciation  Reserve  Fund  is  created  by  monthly  transfers  of 
$5,000.00  from  the  Water  Revenue  Fund  in  accord  with  the  provisions 
of  Ordinance  No.  8691.  There  was  also  transferred  to  the  fund  during 
the  year  $8,000.00  appropriated  for  replacement  of  equipment.  The 
Depreciation  Reserve  Fund  is  analyzed  as  follows: 


Transfers  from  Water  Revenue  Fund $268,000.00 

Appropriations  March  3,  1930  to  June  30, 

1933  $200,000.00 

Appropriations  July  1,  1933  to  June  30, 

1934  68,000.00 


Disbursements  7,890.66 

Transfer  to  Water  Revenue  Fund — Reim- 
bursement of  1932-33  Expenditure $ 2,095.00 

Purchases  Fiscal  Year  1933-34 7,961.25 


Total  Expenditures  $ 10,056.25 

Less  Accounts  Payable  June  30,  1934 2,165.59 


Balance  June  30,  1934 $260,109.34 


The  Land  Purchase  Fund  is  created  by  deposit  of  proceeds  from 
sale  of  lands  in  accord  with  the  provisions  of  Ordinance  9.021  and 
Section  92  of  the  Charter  which  require  that  land  sale  proceeds  shall 
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be  applied  to  the  purchase  of  new  lands.  Land  Purchase  Fund  receipts 
and  disbursements  are  shown  below: 

Receipts : 

Proceeds  from  Land  Sales  deposited  in  Land 


Fund  $76,246.47 

Sales  to  June  30,  1933 $63,217.04 

Sales,  Fiscal  Year  1933-34 13,183.48 


Total  Selling  Price $76,400.52 

Less — Expenses  of  Sales 154.05 


Interest  Earned  on  Land  Fund  Bank  Balance  $ 1,189.18 

To  June  30,  1933 $ 411.65 

Fiscal  Year  1933-34 777.53 


Total  Receipts  $77,435.65 

Disbursements  72,738.72 

Purchase  of  Lands  to  June  30,  1933 $24,000.00 

Purchase  of  Lands  to  1933-34 49,196.22 


Total  Purchase  Price $73,196.22 

Less  Salvage  of  Old  Buildings  on  Land  Pur- 
chased   457.50 


Balance  June  30,  1934 $ 4,696.93 


The  Special  Deposit  Fund  results  from  deposits  made  by  consumers 
as  guarantee  for  the  payment  of  their  bills  and  advances  for  construc- 
tion. At  June  30,  1934  the  fund  consisted  of 


Treasurer’s  Balance $51,072.10 

Less  Warrants  Outstanding 2,428.56 


$48,643.54 

Cash  in  Bank  98.00 

Cash  on  Hand 76.50 


$48,818.04 


Deferred  Charges  and  Unadjusted  Debits: 

Property  abandoned  is  stated  at  $133,700.29.  This  amount  represents 
the  estimated  cost  of  plant  retired  (principally  pipe),  less  the  excess 
of  salvage  value  of  plant  removed  over  cost  of  removal.  The  amount 
is  being  held  in  suspense  pending  appraisal  of  properties  provided 
for  by  Ordinance  No.  8691  and  the  Charter. 

Unadjusted  Rental  Charges  $41,958.33,  is  the  total  of  charges  against 
the  Park  Commission  for  rental  of  Harding  Memorial  Park  Golf 
Links  from  March  3,  1930  to  June  30,  1934.  The  charges  have  been 
made  in  accordance  with  the  terms  of  a lease  assigned  to  San  Fran- 
cisco Water  Department  by  the  Spring  Valley  Water  Company.  Noth- 
ing has  been  paid  by  the  Park  Commission  on  this  rental. 
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LIABILITIES  AND  RESERVES 

Funded  Debt: 

The  acquisition  of  the  Spring  Valley  Water  Company  properties  was 
financed  by  the  issue  of  $41,000,000.00,  4%%  Spring  Valley  Bonds  of 
the  City  and  County  of  San  Francisco.  These  bonds  are  due  serially 
$1,000,000.00  annually,  from  July  1,  1930  to  July  1,  1970.  Bonds  out- 
standing and  unpaid  at  June  30,  1934  amounted  to  $37,001,000.00'  of 
which  $1,000,000.00  were  due  July  1,  1934  and  $1,000.00  had  matured  and 
was  unpaid  at  June  30,  1934. 

At  a special  election  held  November  7,  1933  a bonded  debt  in  the 
amount  of  $12,095,000.00'  for  municipal  improvements  consisting  of 
additions  to  water  supply  and  distribution  system  was  favorably 
voted.  On  May  14,  1934  bonds  of  a face  value  of  $1,324,000.00  were  sold 
at  a premium  of  $28,135.00.  These  Water  Distribution  4%  Bonds  are 
due  serially  $67,000.00  annually  1934  to  1942,  $66,000.00  annually  1943 
to  1952,  $61,000.00  due  1953. 

Current  Liabilities: 

Accounts  Payable  were  confirmed  by  inspection,  numerous  tests  and 
by  inspection  of  underlying  records,  such  as  purchase  records,  audited 
vouchers  of  succeeding  months,  etc.  We  believe  that  all  accounts  pay- 
able at  June  30,  1934  have  been  stated. 

Materials  on  Order,  but  not  delivered  June  30,  1934,  amounted  to 
about  $50,428.00  and  contracts  awarded  amounted  to  about  $62,500.00. 

The  aggregate  balances  of  consumers’  Deposits  $25,971.33,  consumers’ 
advances  for  construction  $17,729.45  and  consumers’  miscellaneous  de- 
posits $5,117,216  were  in  agreement  with  the  respective  general  ledger 
accounts. 

Contract  Payments  withheld  $16,109.31  is  the  total  of  amounts  with- 
held in  accordance  with  Section  96  of  the  Charter  which  provides  that 
no  more  than  90  per  cent  of  the  value  of  the  work  and  labor  and 
materials  furnished  may  be  paid  before  the  completion  of  and  ac- 
ceptance of  the  work  required  by  the  contract. 

Depreciation  Reserve  Fund  Accounts  Payable  $2,165.59  is  the  bal- 
ance due  on  automobiles  purchased  payable  out  of  the  Depreciation 
Reserve  Fund. 

Interest  Payable — Consumers’  Deposits  $258.35  represents  one  year’s 
interest  on  old  Spring  Valley  deposits  for  which  the  Water  Department 
assumed  liability. 

Reserves  and  Deferred  Credits: 

The  Depreciation  Reserve  has  been  considered,  with  respect  to 
adequacy,  hereinbefore.  The  amount  stated,  $259,272.02,  is  analyzed  as 
follows : 

Reserve  for  Depreciation — General  Plant: 

Total  of  Credits — $5,000.00  per  month,  March  3,  1930 


to  June  30,  1934 $260,000.00 

Purchase  of  Cadillac  Automobile — Charged  against  Re- 
serve, fiscal  year  1932-33 2,095.00 


Balance  June  30,  1934 $257,905.00 

Reserve  for  Depreciation — Operative  Property 1,367.02 


Total  June  30,  1934 $259,272.02 


Casualty  and  Insurance  Reserve  was  set  up  on  the  basis  of  rates 
of  compensation  insurance  charged  by  the  State  Compensation  Insur- 
ance Fund. 
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Unearned  Income  from  Rents  has  been  confirmed  by  inspection  of 
the  leases.  The  balance,  $48,211.93  at  June  30,  1934,  includes  $41,958.33 
of  charges  against  the  Park  Commission  for  use  of  Harding  Memorial 
Park  Golf  Links  commented  upon  hereinbefore  under  “Deferred  Charges 
and  Unadjusted  Debits.” 

Unamortized  Premium  on  1933  Bonds  $28,135.00  is  the  total  premium 
received  on  sale  of  1933  Bonds  of  a face  value  of  $1,324,000.00.  The 
premium  should  be  amortized  over  the  life  of  the  bonds.  Amortization 
for  the  period  from  date  of  sale,  May  14,  1934  to  June  30,  1934  had 
not  been  entered  on  the  books  as  of  June  30,  1934. 

Miscellaneous  Deferred  Credits  $17,990.33,  consists  principally  of 
the  excess  of  estimated  over  actual  costs  of  transportation  department 
operations  distributed  to  construction  accounts  and  operating  expense 
accounts  to  June  30,  1934. 

Excess  of  Assets  Over  Liabilities  and  Reserves: 

The  excess  of  Assets  over  Liabilities  is  the  sum  of 


Surplus  from  Operations — Statement  B $ 7,988,661.48 

Valuation  placed  upon  Municipal  Water  W.orks 100,000.00 


Excess  Earnings  of  Spring  Valley  Water  Company  19221- 
1930  allocated  as  a reduction  of  purchase  price  to  the 
City  and  County  of  San  Francisco  in  compliance  with 
agreements  and  Railroad  Commission  Orders  and  In- 
vested in  Additions  to  Plant 4,152,652.24 


$12,241,313.72 


The  accounts  of  the  San  Francisco  Water  Department  are  maintained 
in  accord  with  the  classification  prescribed  by  the  Railroad  Commis- 
sion for  privately  owned  and  operated  water  utilities,  as  near  as  may 
be.  The  Balance  Sheet  herein  presented  (Statement  A)  reflects  the 
accounts  maintained.  In  an  endeavor  to  present  a financial  statement 
comparable  to  that  of  a privately  owned  and  operated  utility  the 
funded  debt  incurred  by  the  City  and  County  of  San  Francisco  for 
the  acquisition  of  the  Water  Properties  and  for  additions  and  better- 
ments to  the  Water  Properties  is  shown  as  a liability  in  the  accounts 
and  on  the  Balance  Sheet,  although  the  bonded  indebtedness  is  not 
in  any  sense  secured  by  a lien  on  the  properties. 

Comparison  with  privately  owned  and  operated  water  utilities  is 
further  complicated  by  the  absence  of  an  account  even  remotely  com- 
parable to  the  Capital  Stock  account  of  a privately  owned  utility. 

The  balance  shown  as  Excess  of  Assets  over  Liabilities  and  Reserves 
in  a measure  approximates  in  character  the  Surplus  of  a private 
corporation. 

Surplus  from  Earnings  is  subject  to  the  provision  of  the  City  and 
County  Charter  (Section  127)  which  makes  it  obligatory  to  reduce 
bonded  indebtedness  from  receipts  before  making  appropriations  for 
extensions  and  improvements. 

Appropriations  of  Surplus  from  operations  amount  to  $7,738,078.62 
as  set  forth  in  Statement  B.  The  appropriations  have  been  effected 
by  cash  transfers  from  the  Water  Revenue  Fund  to  the  special  funds 
with,  the  exception  that  the  amount,  $39,083.83,  appropriated  for  re- 
demption of  1933  Water  Distribution  Bonds  has  not  been  set  aside 
in  a separate  fund. 

Net  Income — Statement  C: 

We  did  not  make  a detailed  examination  of  Income  and  Expense 
accounts  but  by  means  of  tests  of  approved  vouchers,  payrolls,  ac- 
cruals. billing  and  recording  of  Water  Sales,  examination  of  leases 
for  rental  of  building  and  land,  and  analysis  of  other  items  of  income, 
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we  have  satisfied  ourselves  of  the  integrity  of  the  accounts  and  of 
satisfactory  internal  control. 

Net  Income  for  the  fiscal  year  ended  June  30,  1934  is  stated  at 
$2,890,037.88.  Subject  to  the  adequacy  of  depreciation  charges  under 
Ordinance  8691,  to  doubtful  accounts  receivable  for  which  no  reserve 
has  been  provided,  and  to  propriety  of  Intangible  Fixed  Capital — 
Organization  Account,  we  are  of  the  opinion  that  the  net  income  as 
stated  fairly  reflects  the  results  of  operations  for  the  fiscal  year  ended 
June  30,  1934. 

The  net  income  for  the  fiscal  year  ended  June  30,  1934  is  greater 
by  $500,729.33  than  the  net  ineome  of  the  preceding  fiscal  year.  The 
results  of  operations  for  the  two  years  are  compared  in  the  following 
summary  statement: 


Increase- 

1933-34  1932-33  Net  Ineome 

Operating  Revenue $6,495,799.25  $6,337,803.94  $157,995.31 

Operating  Expenses  1,580,802.20  1,893,670.93  312,868.73 


Net  Operating  Revenue $4,914,997,05  $4,444,133.01  $470,864.04 

Other  Income  124,207.02  142,372.19  18,165.17 


Gross  Income $5,039,204.07  $4,586,505.20  $452,698.87 

Income  Deductions  2,149,166.19  2,197,196.65  48,030.46 


Net  Income  $2,890,037.88  $2:, 389, 308.55  $500,729.33 


Schedules  C-l  to  C'-6  are  in  analysis  of  the  operating  expense  accounts 
for  the  fiscal  year  1933-34  which  are  summarized  in  Statement  C.  The 
corresponding  1932-1933  expense  accounts  have  been  copied  onto  the 
Schedules  from  the  previous  annual  report  to  facilitate  comparison.  A 
general  decrease  in  expenses  is  noted  in  the  fiscal  year  1933-34  as  com- 
pared with  expenses  of  1932-33. 


Net  Income  for  Comparison — Statement  D: 

Comparison  with  privately  owned  and  operated  utilities,  as  required 
by  Ordinance,  is  made  in  Statement  D which  is  in  effect  Statement  C 
revised  to  include  comparison  charges  and  credits. 

The  net  difference  of  $417,287.32  in  income  after  considering  so- 
called  “Comparison  Items”  is  shown  in  the  following  summary: 

Net  Income — Statement  C $2,890,037.88 

Add  Comparison  Credits: 

Portion  of  Sales  Price  of  Water  to  Municipal  Depart- 
ments which  is  offset  by  Comparison  Taxes  per 


Ordinance  8691  358,490.28 


$3,248,528.16 

Less  Comparison  Charges 775,777.60 

Municipal  Taxes  $358,490.28 

Federal  Income  Tax  at  13%% 394,206.61 

State  Franchise  Tax 23,080.71 


Net  Income — For  Comparison — Statement  D..  $2,472,750.56 


In  Statement  A-l,  Balance  Sheet  in  double  account  form,  the  Bal- 
ance Sheet  as  of  June  30,  1934  is  presented  showing  the  separation 
of  the  Capital  Assets  and  Capital  Liabilities  from  the  Operating 
Assets  and  Operating  Liabilities — a method  of  presentation  of  the 
Statement  of  Financial  Condition  at  June  30,  1934  which  endeavors 
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to  state  the  results  of  the  operations  more  clearly  and  more  concisely 
than  the  conventional  Balance  Sheet — Statement  A. 

The  courteous  cooperation  of  Mr.  N.  A.  Eckart,  General  Manager; 
Mr.  J.  J.  Sharon,  Auditor;  Mr.  E.  G.  White,  Assistant  Auditor  and 
staff  is  gratefully  acknowledged. 

WILLIAM  DOLGE  & COMPANY, 
Certified  Public  Accountants. 
By  WILLIAM  DOLGE,  C.  P.  A. 
San  Francisco,  California,  March  2,  1935. 


Examination  of  Accounts  of 


Hetch  Hetchy  Water  Supply 
and  Power  Project 

For  the  fiscal  year  ended  June  30, 1934 


Lybrand,  Ross  Bros.  & Montgomery 

Accountants  and  Auditors 
2 Pine  Street,  San  Francisco 


Lybrand,  Ross  Bros.  & Montgomery 

Accountants  and  Auditors 
2 Pine  Street,  San  Francisco 


March  6,  1935. 

Mr.  Leonard  S.  Leavy,  Controller,  City  and  County  of  San  Francisco, 
San  Francisco,  California. 

Dear  Sir:  In  accordance  with  your  instructions,  issued  under  the 
powers  delegated  to  you  by  Ordinance  No.  9.0621,  approved  by  the 
Board  of  Supervisors  October  9,  1933,  we  have  audited  the  accounts 
of  the 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 

for  the  fiscal  year  ended  June  30,  1934,  as  hereinafter  outlined. 

Annexed  we  submit  statements  which,  subject  to  the  comments  con- 
tained in  the  following  paragraphs  of  this  report,  in  our  opinion,  set 
forth  the  financial  condition  of  this  project  as  at  June  30,  1934,  and  the 
results  of  its  power  operations  for  the  fiscal  year  then  ended. 

Scope  of  Examination: 

In  accordance  with  the  terms  of  our  engagement,  we  verified  all  of 
the  assets  set  forth  in  the  accompanying  balance  sheet  and  have  in- 
cluded therein  all  ascertained  liabilities. 

Cash  on  deposit  with  the  treasurer  was  verified  by  the  controller,  in 
accordance  with  Section  66  of  the  charter.  We,  therefore,  restricted 
our  work  in  that  connection  to  a review  of  the  working  papers  pre- 
pared by  the  controller’s  audit  staff. 

We  made  a general  review  and  test  checks  of  the  income  account  of 
power  operations  for  the  year,  and  also  compared  these  revenues  and 
expenses  with  those  of  the  preceding  year,  and  investigated  and  ob- 
tained satisfactory  explanations  for  all  substantial  fluctuations. 

Our  verification  of  the  property  accounts  was  limited  to  a review  of 
the  recorded  additions  and  retirements  for  the  year. 

Our  engagement  did  not  contemplate  any  investigation  of  the  cor- 
rectness of  the  allocation  of  construction  costs  prior  to  July  1,  1933,  as 
between  the  Water  and  Power  Divisions.  You  have  advised  us  of  your 
intention  to  have  a final  determination  made  of  their  proper  apportion- 
ment upon  the  completion  of  the  construction  work. 

The  expert  to  the  grand  jury  participated  in  the  foregoing  examina- 
tions. 

(Wherever  italics  .appear  in  this  report,  they  indicate  red  figures.) 
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Power  Operative  Income  Account: 

A condensed  summary  of  power  operations  for  the  fiscal  year  ended 
June  30,  1934,  comparative  with  those  of  the  preceding  year,  follows: 

Fiscal  Years  Ended  June  30 

Revenues:  1934  1933 

Power  sales: 

Moccasin  power  house: 

General  consumers  $8,128,357.50  $7,431,602.02 

Less,  distribution 


commission  

5,938,825.74 

5,429,665.77 

2,189,531.76 

2,001,936.25 

Water  Division,  for  construction 

. 66,996.67 

125,258.08 

Net  sales  of  Moccasin 
power  house  

2,256,528.43 

2,127,194.33 

Early  Intake  power  house: 

Other  electrical  corporations 

General  consumers  

39,615.00 

1,530.84 

43,450.00 

1,354.16 

Total  power  sales ....... 

2,297,674.27 

2,171,998.49 

Interest  earned,  rents,  meals,  etc 

35,488.69 

32,129.34 

Total  revenues  

2,333,162.96 

2,204,127.83 

Expenses: 

Operating  expenses, 

exclusive  of  depreciation 

Allowance  for  depreciation 

250,136.70 

175,000.00 

285,574.42 

175,000.00 

Total  operating  expenses 

425,136.70 

460,574.42 

Bond  interest  

Amortization  of  bond  discount 

714,339.00 

53,713.88 

737,383.50 

55,841.17 

Total  expenses  

1,193,189.58 

1,253,799.09 

Net  income  transferred 
to  surplus  

1,139,973.38 

950,328.74 

Less,  comparative  charges  for  federal  income 
taxes,  as  required  by  Section  64  of  the 
charter  

156,000.00 

130,000.00 

Net  income  on  compara- 
tive basis i 

i 983,973.38  $ 820,328.74 

The  results  shown  in  the  foregoing  summary  for  1933  are  those  re- 
flected by  the  books,  except  for  corrections  of  depreciation  and  federal 
income  taxes,  which  we  have  made  to  place  them  on  a comparable  basis 
with  the  results  for  1934,  as  adjusted  by  us. 

The  provision  for  federal  income  taxes  has  been  computed  for  both 
years  at  13%  per  cent  (the  rate  applicable  to  corporations)  of  the  net 
revenue. 

We  have  made  provision  for  federal  income  taxes  to  comply  with 
Section  64  of  the  charter,  which  provides,  in  part,  that,  "the  Public 
Utilities  Commission  shall  maintain accounts in  such 
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manner  as  to  exhibit estimates  of  the  amount  of  taxes  that 

would  be  chargeable  against  such  property  and  the  revenue  thereof  if 
privately  owned  and  operated”. 

As  to  other  taxes,  the  division  pays  the  same  property  taxes  that 
would  have  to  be  paid  if  it  were  privately  owned.  State  franchise  taxes, 
based  upon  gross  revenues,  are  paid  by  the  Pacific  Gas  and  Electric 
Company  from  the  distribution  commission  allowed  to  it  by  the  divi- 
sion. We  have  not  attempted  to  provide  for  federal  capital  stock  tax 
and  excess-profits  taxes  because  of  the  impossibility  of  determining 
accurately  the  amount  thereof,  nor  have  we  provided  in  the  foregoing 
income  account  for  any  other  possible  comparative  expenses  contem- 
plated by  this  section,  such,  as  accounting  and  other  services,  received 
from  the  various  city  and  county  departments  for  which  no  charges 
were  made  to  the  Power  Division. 

The  output  of  the  Moccasin  power  house,  with  the  exception  of  power 
used  for  Hetch  Hetchy  construction,  is  delivered  to  the  Pacific  Gas  and 
Electric  Company,  at  Newark,  which  acts  as  a distributing  agent.  Net 
sales  of  the  Moccasin  power  house,  amounting  to  $2,256,528.43,  are 
computed  as  follows : 


Kilowatt  Hours 


Delivered  to  Newark 448,800,733 

Less,  allowance  of  24  per  cent  for  distribu- 
tion losses,  per  contract 107,712,176 


Net  delivery  341,088,557 


341,088,557  kilowatt  hours  at  2.383  cents  per 

kilowatt  hour $8,128,140.32 

Less,  distribution  commission,  73.065 

per  cent  5,938,825.74 


2,189,314.58 

Sales  to  Water  Division,  for  construction 66,996.67 

Sales  to  miscellaneous  consumers 217.18 


$2,256,528.43 


The  power  delivered  to  Newark  is  metered  at  that  point  and  billed 
monthly  to  the  Pacific  Gas  and  Electric  Company.  The  meters  are 
jointly  sealed,  and  are  tested  every  two  months,  in  accordance  with  the 
agency  agreement  dated  July  1,  1925,  which  we  reviewed. 

The  increase  of  $129,334.10  in  the  net  sales  of  the  Moccasin  power 
house  over  those  of  the  preceding  year,  resulted  from  an  increase  in 
the  available  water  supply. 

The  net  sales  of  the  Early  Intake  power  house  are  herewith  sum- 
marized : 

Sales  to  Pacific  Gas  and  Electric  Company,  delivered 
at  a point  near  Moccasin  power  house: 

7,923,000  kilowatt  hours  at  one-half  cent  per 


kilowatt  hour $39,615.00 

Sales  to  general  consumers 1,530.84 


$41,145.84 
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The  power  sold  to  Pacific  Gas  and  Electric  Company  is  metered  at 
the  Early  Intake  power  house. 

The  decrease  of  $35,437.72  in  operating  expenses  resulted  principally 
from  temporary  salary  reductions,  which  were  approved  by  public  vote 
April  11,  1933,  and  from  decreased  expenditures  for  maintenance.  A 
comparison  of  the  operating  expenses  for  the  two  years  is  shown  in 
detail  on  pages  96  and  97  of  this  report. 

The  reduction  of  $23,044.50  in  bond  interest  is  due  to  the  retirement, 
as  at  July  1,  1933,  of  $512,100  of  the  1910  bonds  allocated  to  the  Power 
Division. 

Bond  interest  and  amortization  of  discount,  as  shown  in  the  preced- 
ing summary  of  the  income  account,  represent  charges  applicable  to 
the  bonds  allocated  to  the  Power  Division  in  the  arbitrary  apportion- 
ment made  as  at  June  30,  1926,  as  explained  on  page  87  of  this  report. 
Any  change  in  this  allocation  would,  of  course,  affect  the  income  ac- 
count, which  is,  therefore,  subject  to  qualification  in  this  respect. 


BALANCE  SHEET  COMMENTS 

The  following  comments  refer  to  various  items  which  appear  in  the 
accompanying  balance  sheet,  and  further  indicate  the  scope  of  our 
examination: 

Properties : 

We  examined  the  vouchers  covering  the  major  additions  to  the  prop- 
erty accounts  for  the  fiscal  year  ended  June  30,  1934,  and  determined 
that  they  represented  proper  capital  charges.  The  entries  covering 
recorded  retirements  were  reviewed,  and  appeared  to  have  been  prop- 
erly made. 


A condensed  summary  of  the  property  accounts  follows: 


Balances,  June  30,  1926: 
From  1909-10  funds.... 

From  1925  funds 

From  power  revenues . . . 

Total 

$49,086,928.30 

1,604,877.08 

11,823.45 

Water 

$23,710,404.45 

1,604,877.08 

Power 

$25,376,523.85 

11,823.45 

50,703,628.83 

25,315,281.53 

25,388,347.30 

Net  additions  to  June  30, 
1933: 

To  classes  of  property 
which  were  allocated 
as  at  June  30,  1926, 
on  a 50-50  basis,  ap- 
proximately   

2,160,000.00 

1,720,000.00 

440,000.00 

To  other  classes  of 
property  

43,337,549.96 

43,304,123.03 

33,426.93 

Balances,  June  30,  1933... 

96,201,178.79 

70,339,404.56 

25,861,774.23 

Changes  during  1933-34: 
Additions  

5,561,524.56 

5,428,140.34 

133,384.22 

101,762,703.35 

75,767,544.90 

25,995,158.45 

Retirements  

8,645.27 

8,645.27 

Balances,  June  30, 

1934  

$101,754,058.08 

$75,767,544.90 

$25,986,513.18 

The  additions  during  the  year  1933-34,  shown  in  the  foregoing  sum- 
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mary,  include  preliminary  expenditures  amounting  to  $143,009.84  for 
the  extension  of  the  Hetch  Hetchy  Dam,  as  follows : 


Advance  from  Power  Property  Replacement  Fund 

for  rehabilitation  of  railroad $77,111.49 

Advance  from  Water  1925-28-32  Construction 
Funds  for: 

Engineering  pay  rolls $37,140.40 

State  permit  11,000.00 

Consulting  fee  to  Bureau  of  Reclamation, 

Denver  10,000.00 

Miscellaneous  7,757.95 


65,898.35 

$143,009.84 


Depreciation  has  been  provided,  in  the  amount  of  $175,000  per  year, 
for  such  properties  as  are  considered  strictly  Power  Division  items,  such 
as  power  houses  and  equipment,  transmission  lines,  transformers, 
switches,  etc. 

We  have  reviewed  the  rates  used  in  arriving  at  this  amount,  and 
compared  them  with  those  used  by  the  Pacific  Gas  and  Electric  Com- 
pany, and  believe  this  allowance  adequate  for  those  assets  which  are 
considered  strictly  Power  Division  items. 

An  analysis  of  the  reserve  for  depreciation  to  June  30,  1934,  follows: 
Allowance  from  commencement  of  operations 
(August  16,  1925)  to  June  30,  1934,  at  the 


rate  of  $175,000  per  year: 

Fiscal  year  1925-26  (10  months) $ 145,833.00 

July  1,  1926  to  June  30,  1934 1,400,000.00 


1,545,833.00 

$ 25,885.86 
215,360.75 

241,246.61 


Balance,  June  30,  1934 $1,304,586.39 


The  cash  fund  provided  for  current  replacements  showed  a net  bal- 
ance of  $236,009.58  as  at  June  30,  1934.  A summary  of  this  account  for 
the  year  follows: 

Balance,  June  30,  1933 $292,542.87 

Receipts : 

Budget  appropriation  1933-34 $ 41,800.00 

Interest  earned  on  temporary  loans 2,191.78 

— 43,991.78 

336,534.65 

Disbursements: 

Advance  to  1933  Hetch  Hetchy  Dam  Fund 


for  rehabilitation  of  railroad 77,111.49 

Replacements  and  reconstruction 23,413.58 

100,525.07 


Less,  retirements: 

Fiscal  year  1933-34. 
Prior  years  


Balance,  June,  30,  1934: 

On  deposit  with  treasurer 240,699.84 

Less,  warrants  outstanding 4,690.26 


$236,009.58 
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The  Newark-San  Lorenzo  pipe  line,  original  length  twelve  and  one- 
halt'  miles,  which  was  constructed  in  1930,  at  a cost  of  approximately 
$1,050,000,  as  an  emergency  measure,  is  no  longer  in  use.  Most  of  this 
pipe  has  been  removed  for  use  in  connecting  the  Calaveras  reservoir 
with  the  Hetch  Hetchy  aqueduct,  and  for  construction  of  an  extension 
to  the  University  Mound  pipe  line.  The  recording  of  these  transfers  on 
the  Hetch  Hetchy  Water  Construction  books  has  been  deferred  pending 
the  removal  of  the  entire  line. 

The  Corral  Hollow  pipe  line,  which  was  also  constructed  as  an 
emergency  measure,  at  a cost  of  approximately  $1,365,000,  has  never 
been  used.  If  this  line  is  allowed  to  remain  in  its  present  location  as 
a standby  unit,  it  may  properly  be  considered  as  part  of  the  construc- 
tion cost  of  the  Hetch  Hetchy  system.  However,  should  it  be  removed 
for  use  at  another  point,  the  entire  cost  should  be  transferred. 

Considerable  quantities  of  construction  equipment  and  materials  re- 
main on  hand  at  various  points  throughout  the  Hetch  Hetchy  system, 
principally  at  Livermore.  These  will  be  sold  and  the  proceeds  credited 
to  cost  of  construction. 

A list  of  the  larger  items,  such  as  locomotives,  hoists,  concrete  mix- 
ers, cars,  compressors,  etc.,  was  compiled  and  notice  of  sale  thereof 
advertised  in  April  1934.  The  highest  bid  received  for  this  equipment 
was  $75,010.00,  which  was  rejected. 

This  equipment  has  since  been  offered  for  sale  by  individual  items, 
at  prices  fixed  by  the  chief  engineer,  and  no  reasonable  offers  have  been 
refused.  Approximately  $70,000  had  been  realized  from  sales  of  a 
portion  of  this  equipment  between  the  date  of  rejection  of  the  bids 
and  December  31,  1934,  at  which  date  a substantial  quantity  remained 
unsold. 

The  Moccasin  power  house  went  into  operation  August  16,  1925  and 
the  accounts  of  the  Power  Division  have  been  maintained  on  an  operat- 
ing basis  since  that  date. 

The  accounts  of  the  1909-10  fund  show  that  the  construction  costs  to 
June  30,  1926  (the  nearest  fiscal  date  next  following  the  time  at  which 
the  Power  Division  went  on  an  operating  basis)  amounted  to  $49,086,- 
928.30,  the  funds  for  which  were  derived  as  follows: 

Bonds  issued: 

1909,  par  value $ 600,000.00 

1910,  par  value 45:000, 000.00 


45,600,000.00 

Less,  discount  and  expense 2,992,805.91 

Net  proceeds  $42,607,194.09 

From  general  taxes 13,610.607.67 


Total  cash  made  available 56,217,801.76 

Less: 

Used  for  bond  redemption 6,600,000.00 

Other  assets,  net 979,839.54 


7,579,839.54 


Construction  costs  before  amortiza- 
tion of  bond  discount  and  ex- 


pense   48,637,962.22 

Plus,  amortization  of  bond  discount  and  ex- 
pense capitalized  448,966.08 

Construction  costs,  June  30,  1926..  $49,086,928.30 


These  construction  costs  of  $49,086,928.30  were  allocated  as  between 
the  Water  and  Power  Divisions  on  the  basis  set  forth  on  page  98  of 
this  report. 
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Subsequent  to  June  30,  1926,  the  additions  made  by  the  Water  and 
Power  Divisions  to  those  classes  of  property  which  had  been  allocated 
at  that  date  on  a 50-50  basis  between  the  Water  and  Power  Divisions, 
amounted  to  approximately  $2,160,000,  as  follows: 

Water  Division  (1925-28-32  funds)  including  $1,250,000  pay- 
able to  the  United  States  Government,  of  which 


$750,000  was  unpaid  as  at  June  30,  1934 $1,720,000.00 

Power  Division  440,000.00 


$2,160,000.00 


These  additions  are  still  carried  on  the  books  of  the  Water  and 
Power  Divisions  in  the  amounts  shown  above,  and  have  not  been  re- 
allocated on  the  50-50  basis  used  as  at  June  30,  1926. 

The  other  expenditures  since  June  30,  1926,  shown  in  the  summary 
on  page  82,  have  been  charged  specifically  to  either  the  Water  or  Power 
Division. 

As  previously  stated,  our  verification  of  the  property  accounts  was 
limited  to  a verification  of  the  changes  during  the  year  1933-34. 

Section  122  of  the  charter  provides  that  the  Hetch  Hetchy  project, 
when  completed,  shall  be  merged  with  the  Water  Department. 

Section  9 of  the  Raker  Act  provides  that  the  cost  of  water  and  power 
sold  under  certain  conditions  must  be  computed  in  accordance  with 
the  currently  accepted  practice  of  public  cost  accounting  as  determined 
by  the  Secretary  of  the  Interior. 

It  will,  therefore,  be  necessary  to  make  a final  determination  of  the 
proper  allocation  of  the  entire  cost  of  the  Hetch  Hetchy  project  as 
between  the  Water  and  Power  Divisions  so  that  proper  accounting  pro- 
cedure can  be  established  within  the  meaning  of  the  charter  and  of 
the  Raker  Act. 


Cash: 


As  stated  in  a previous  paragraph  setting  forth  the  scope  of  our 
examination,  cash  on  deposit  with  the  treasurer  amounting  to  $3,946,- 
388.37,  was  verified  by  the  controller.  Our  review  of  the  working,  papers 
indicated  that  such  verification  had  been  properly  performed,  also  that 
the  treasurer  had  complied  with  Section  82  of  the  charter,  which  regu- 
lates the  receipt,  custody,  and  deposit  of  public  funds. 


A summary  of  the  other  cash  follows: 


Total  Water 

Bank  of  America,  Livermore $ 7,846,71  $6,691.09 

Bank  of  America,  Sonora 3,925.27  

American  Trust  Company,  Tracy 474.60  474.60 

San  Francisco  office  300.00  300.00 


Power 

$1,155,62 

3,925.27 


$12,546.58  $7,465.69  $5,080.89 


We  verified  the  bank  balances  by  communication  with  the  deposi- 
taries. 

Other  Accounts  Receivable: 

A summary  of  other  accounts  receivable  follows: 


Total  Water  Power 

Pacific  Gas  and  Electric  Company. . . .$186,133.68  $186,133.68 


Miscellaneous  5,713.57  $1,291.54  4,422.03 

$191,847.25  $1,291.54  $190,555.71 


The  balance  due  from  Pacific  Gas  and  Electric  Company  represents 
power  sales  for  June  1934. 
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Interfund  Accounts: 

These  accounts  cover  the  following  transactions: 


Apportionment  (1909-10  funds) : 

Balance,  June  30,  1926,  representing  assets  of  the  1909-10 
funds  in  excess  of  liabilities,  allocated  to  Power  Di- 
vision   $344,863.34 

Less,  miscellaneous  corrections  of  the  above  amount. . . . 38,200.08 


Balance,  June  30,  1926,  as  corrected 306,663.26 

Less,  proportion  of  state  and  county  taxes  paid  by  Power 

for  Water  Division  49,522.49 


257,140.77 

Plus,  expenditures  from  1910  fund  for  valuation  expenses 
in  connection  with  proposed  purchase  of  properties 
of  Pacific  Gas  and  Electric  Company  and  Great  West- 


ern Power  Company  134,323.78 

Balance,  June  30,  1934 $391,464.55 


Current  Accounts: 


Advance  from  Power  Property  Replacement  Fund  to 
Hetch  Hetchy  Dam  Fund  for  rehabilitation  of  rail- 
road   $77,111.49 

Work  and  service  orders  issued  from  Water  to  Power 

Division  4,706.03 


81,817.52 

Less,  work  orders  issued  from  Power  to  Water  Division  3,443.99 


Balance,  June  30,  1934 $ 78,373.53 


Cash  payments  from  the  Power  to  the  Water  Division  for  bond  inter- 
est and  redemption,  as  set  forth  on  page  34  of  the  annual  appropriation 
ordinance  for  the  fiscal  year  1933-34,  amounted  to  $1,621,287.00,  as 
follows : 

For  bond  interest  of  Power  Division  due  January  1 and  July 


1,  1934  ' $ 714,339 

For  bond  redemption  of  Power  Division,  July  1,  1934 512,100 

Contribution  394,848 


$1,621,287 


These  payments  were  made  in  equal  monthly  installments. 

Deferred  Charges: 

All  of  these  pertain  to  the  Power  Division  and  are  herewith  sum- 
marized : 


Property  valuation  expense  $392,006.43 

Materials  and  supplies  90,114.23 

Prepaid  rent  10,000.00 

Miscellaneous  2,840.48 


$494,961.14 


Property  valuation  expense  represents  payments  made  prior  to  June 
30,  1929,  for  legal  and  engineering  expenses,  and  expenses  of  the  Cali- 
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fornia  Railroad  Commission,  in  connection  with  the  proposed  purchase 
of  the  distribution  systems  of  the  Pacific  Gas  and  Electric  Company  and 
the  Great  Western  Power  Company. 

The  amount  of  $90,114.23  for  materials  and  supplies  of  the  Power 
Division  represents  the  book  balance  of  the  supplies  at  the  Moccasin 
power  house.  So  far  as  we  were  able  to  determine,  a physical  inventory 
had  not  been  taken  as  at  June  30,  1934.  The  perpetual  inventory  rec- 
ords were  approximately  in  agreement  with  the  general  ledger  balance 
of  $90,114.23. 

Prepaid  rent  represents  one-half  of  the  amount  of  $20,000  paid  to  the 
United  States  Government  for  water  rights  for  the  calendar  year  1934. 


Bonded  Debt: 


We  verified  the  changes  in  bonded  debt  for  the  fiscal  year  ended 
June  30,  1934,  as  herewith  summarized: 


Outstanding 
June  30,  1933 

July  1,  1910,  iV2  per  cent $32,002,000 

January  1,  1925,  5 per  cent 9,000,000 

July  1,  1928,  4 y2  per  cent 24,000,000 

June  1,  1932: 

Authorized  $6,500,000 

Unsold  1,023,000 


Outstanding 
Redeemed  June  30,  1934 
$1,000,000  $31,002,000 

250,000  8,750,000 

24,000,000 


Outstanding. . 5,477,000 


5 per  cent 1,152,000 

5%  per  cent 4,325,000  5,477,000  5,477,000 


$70,479,000  $1,250,000  $69,229,000 


All  accounts  which  existed  as  at  June  30,  1926,  relating  to  the  Hetch 
Hetchy  1909-10  funds  were  allocated  as  between  Water  and  Power 
Divisions. 

A summary  of  the  bonds  outstanding  as  at  that  date  and  their 
allocation  follows: 

Total  Water  Power 

Issue  of  July  1,  1910 $39,000,000.00  $19,029,000.00  $19,971,000.00 

Issue  of  January  1,  1925...  2,000,000.00  2,000,000.00 


$41,000,000.00  $21,029,000.00 


$19,971,000.00 


The  allocation  of  the  July  1,  1910  issue  was  made  on  the  following 
basis: 


Water  Division 48.79% 

Power  Division 51.21 


100.00% 


This  basis  is  the  one  indicated  in  the  schedule  on  page  98  showing 
the  allocation  of  construction  expenditures  of  the  1909-1910  funds  to 
June  30,  1926.  A summary  analysis  of  the  July  1,  1910  bond  account  to 
June  30,  1934,  follows: 
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Outstanding,  June  30,  1926 $39,000,000 

Less,  redemptions  at  the  rate  of 
$1,000,000  per  year  8,000,000 


31,000,000 

2,000 


Bonds  maturing  July  1,  1934,  trans- 
ferred on  the  annexed  balance 
sheet  to  Water  Division,  since 
cash  for  redemption  was  paid  to 
that  division  by  the  Power  Divi- 
sion   


15,125,800 

2,000 


31,002,000  15,127,800  15,874,200 


Outstanding,  June  30,  1934. ..  .$31,002,000  $15,639,900  $15,3G2,100 


The  annual  redemption  of  $1,000,000  was  allocated  on  the  following 
basis: 

Water $ 487,900  48.79% 

Power 512,100  51.21 


$1,000,000  100.00% 


Interest  on  all  bonds  sold  for  the  Hetch  Hetchy  project  has  been 
capitalized  in  construction  costs,  with  the  exception  of  interest  on  that 
portion  of  the  July  1,  1910  issue  allocated  to  the  Power  Division, 
which  interest  has  been  charged  to  expense  since  the  commencement 
of  power  operations  in  1925. 

Bonds  authorized,  but  not  sold  as  at  June  30,  1934,  amounted  to 
$4,523,000,  as  follows: 

June  1,  1932,  for  completion  of  Coast  Range  Divi- 
sion and  payment  of  $1,250,000  to  United 
States  Government  for  water  rights: 

Authorized  $6,500,000 

Sold  5,477,000 


Unsold  $1,023,000 

December  1,  1933,  for  extension  of  Hetch  Hetchy 
Dam: 

Authorized,  not  sold 3,500,000 


$4,523,000 


A summary  of  the  total  bond  issues  authorized  in  connection  with 
the  Hetch  Hetchy  Water  Supply  and  Power  Project,  sales,  redemp- 
tions, and  balances  outstanding  June  30,  1934,  is  shown  on  page  97  of 
this  report. 


Bond  Interest  Payable: 

The  details  of  this  liability  are  shown  in  the  following  summary: 


Date 

1 of 

Issue 

Total 

Due 

July  1,  1934 

Matured, 
Not  Paid 

Accrued, 
Not  Due 

Jul. 

1, 

1910. 

• 4^% 

$709,155.00 

$697,500.00 

$11,655.00 

Jan. 

1, 

1925. 

.5 

223,026.00 

218,750.00 

4,275.00 

Jul. 

1, 

1928. 

.4U 

547,S52.50 

540,000.00 

7,852.50 

Jim. 

1, 

1932. 

.5 

15,475.00 

10,675.00 

$4,800.00 

Jun, 

1, 

1932. 

• 5% 

81,328.96 

60,605.00 

20,723.96 

$1,676,836.46 

$1,456,250.00 

$95,062.50 

$25,523.96 
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The  balance  of  $95,062.50  represents  matured  coupons  which  have  not 
been  presented  to  the  treasurer  for  payment. 

The  foregoing  summary  is  in  agreement  with  the  controller’s  records. 

Contract  with  United  States  Government: 

The  Raker  Act,  which  became  effective  December  19,  1913,  provides 
that  San  Francisco  shall  pay  annual  rental  to  the  United  States  Gov- 
ernment commencing  five  years  after  that  date,  payments  to  be  made 
on  July  1 as  follows: 

Annual 

Rental 


1919  to  1928,  inclusive $15,000 

1929  to  1938,  inclusive 20,000 


1939  and  thereafter,  unless  in  the  discretion  of  Congress,  the  an- 
nual charge  should  be  increased  or  diminished 30,000 

Rental  payments  have  been  made  currently. 

A supplemental  agreement  executed  September  27,  1932,  provides 
that  San  Francisco  shall  also  pay  to  the  United  States  Government  the 
sum  of  $1,250,000  in  complete  liquidation  of  all  commitments  made  by 
San  Francisco  for  construction  and  maintenance  of  roads  and  trails  in 
Yosemite  National  Park  under  the  Raker  Act.  The  status  of  these 
payments  as  at  June  30,  1934,  follows: 

Total  amount  of  contract $1,250,000.00 

Less,  payments: 

July  1,  1932 $250,000.00 

July  1,  1933 250,000.00 


500,000.00 


Balance  payable  in  three  annual  installments 

of  $250,000  each,  commencing  July  1,  1934  $750,000.00 


This  balance  of  $760,000  will  be  paid  from  the  proceeds  of  the  sale 
of  $1,023,000  bonds  of  the  June  1,  1932,  issue. 


Other  Accounts  Payable: 

A summary  of  these  liabilities  follows: 


Total 


Water  Power 


Purchase  order  creditors $ 82,524.27 

Contracts  outstanding  40,713.72 

June  pay  rolls,  unpaid  balance 40,736.01 

Pay  roll  cheques  outstanding 9,500.96 

Work  orders  6,272.24 

Service  orders  14,832.16 

Gasoline  and  oil  taxes 4,312.53 

Employees’  Retirement  System 2,141.13 

Miscellaneous  2,407.24 


$ 54,541.70 
27,816.72 
31,752.90 
7,164.16 
6,272.24 
14,832.16 
4,312.53 
1,357.93 
627.43 


$27,982.57 

12,897.00 

8,983.11 

2,336.80 


783.20 

1,779.81 


$203,440.26  $148,677.77  $54,762.49 


These  accounts  were  verified  by  reference  to  the  supporting  docu- 
ments and  by  comparison  with  the  records  of  the  controller. 

Surplus  Account: 

A summary  analysis  of  this  account  for  the  fiscal  year  ended  June 
30,  1934,  is  shown  on  page  94  of  this  report. 


This  account  shows  an  addition  of  $1,239,836.26  for  the  unamortized 
portion  of  bond  premiums  as  at  June  30,  1934,  and  a deduction  of 
$1,512,515.68  for  the  unamortized  portion  of  bond  discount  and  expense 
at  that  date.  The  bond  premium  pertains  entirely  to  the  1925  and 
1928  issues  of  the  Water  Division,  while  the  bond  discount  and  expense 
applies  to  the  1910  issue  and  was  allocated  as  follows: 

Water  Division  $ 737,956.39 

Power  Division 774,559.29 


$1,512,515.68 


This  action  was  taken  in  accordance  with  the  option  granted  by  the 
Railroad  Commission  of  the  State  of  California  in  its  accounting 
classifications,  to  transfer  unamortized  balances  at  any  time  directly 
to  surplus,  rather  than  to  amortize  them  through  the  income  account. 
Since  construction  had  been  almost  completed  at  June  30,  1934,  and 
since  the  net  amount  of  the  annual  amortization  affecting  construction 
costs  was  comparatively  small,  the  transfer  to  surplus  has  been  made 
for  both  divisions  in  the  interests  of  simplicity. 

The  credit  of  $65,286.65  represents  cash  received  during  1933-34  on 
account  of  interest  earned  on  temporary  loans  to  other  departments 
during  1932-33.  This  interest  was  accrued  on  the  books  during  1932-33 
as  a credit  to  construction  and  a charge  to  surplus.  The  collection  in 
1933-34,  therefore,  represents  a proper  addition  to  the  surplus  balance 
as  at  June  30,  1933. 

The  deduction  of  $49,490.33  is  for  interest  earned  on  bank  balances 
of  the  Hetch  Hetchy  project  which  has  been  retained  by  the  General 
Fund,  thus  in  effect  representing  a contribution  of  that  amount  to  the 
General  Fund.  Although  Section  82  of  the  charter  provides  that  in- 
terest on  bond  or  utility  funds  shall  accrue  to  such  funds,  it  would 
appear  that  the  procedure  in  this  case  is  justified  by  reason  of  the  fact 
that  the  bond  interest  and  redemption  obligations  of  the  Hetch  Hetchy 
project  are  being  financed  principally  from  general  taxes. 

The  charge  of  $172,500  for  additional  depreciation  of  prior  years 
represents  an  adjustment  which  we  have  made  to  provide  a uniform 
allowance  of  $175,000  per  year  from  commencement  of  power  opera- 
tions for  depreciation  of  such  properties  as  are  considered  strictly 
Power  Division  items,  such  as  power  houses  and  equipment,  trans- 
mission lines,  transformers,  switches,  etc. 

The  interfund  transfer  of  $394,848  represents  a contribution  from  the 
Power  to  the  Water  Division,  as  set  forth  in  the  annual  appropriation 
ordinance  for  the  fiscal  year  1933-34.  Similar  transfers  for  prior 
years,  aggregating  $452,870.32,  which  were  carried  on  the  books  as 
deferred  items,  have  also  been  cleared  through  the  surplus  account. 

The  interfund  transfer  of  $36,798.77  represents  payments  made  from 
the  General  Fund  and  recorded  on  the  books  of  the  Water  Division  for 
expenses  incurred  in  connection  with  the  proposed  acquisition  of 
certain  properties  of  the  Great  Western  Power  Company  and  Pacific 
Gas  and  Electric  Company.  Since  this  proposed  acquisition  was  strictly 
a power  transaction,  we  have  transferred  this  amount  to  the  accounts 
of  that  division,  which  now  reflect  the  entire  expenditure  of  $392,006.43, 
which  is  shown  as  a deferred  charge  on  the  annexed  balance  sheet. 

Riparian  Lawsuits: 

We  inquired  of  the  city  attorney  whether  any  contingent  liabilities 
existed  by  reason  of  pending  litigation,  and  he  stated  that  approxi- 
mately fifty  riparian  lawsuits  of  a considerable  but  indeterminable 
amount,  which  were  pending  as  at  June  30,  1934,  had  not  as  yet  been 
adjudicated. 

Most  of  the  plaintiffs  are  ranch  owners  whose  properties  are  situated 
riparian  to  the  Tuolumne  River  in  Tuolumne  and  Stanislaus  Counties, 
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and  to  the  San  Joaquin  River  in  San  Joaquin  County.  Among  the 
plaintiffs  are  the  Modesto,  Turlock,  and  Waterford  irrigation  districts, 
which  have  claimed  prior  rights,  and  sought  to  enjoin  San  Francisco 
from  using  any  of  the  water. 

The  city  attorney  stated  that  the  Supreme  Court  of  the  State  of 
California  had  recently  rendered  a decision  in  favor  of  the  defendant 
in  the  case  of  Peabody  vs.  City  of  Vallejo.  It  appears  that  the  plaintiff 
sought  to  enjoin  the  taking  of  water  from  Gordon  Creek  for  use  of  the 
City  of  Vallejo.  The  city  attorney  is  of  the  opinion  that  the  case  of 
San  Francisco,  in  the  aforementioned  actions,  is  considerably  improved 
in  the  light  of  this  decision. 


We  wish  to  express  our  appreciation  to  the  members  of  the  Hetch 
Hetchy  accounting  staff  for  their  courtesy  and  cooperation. 

Very  truly  yours, 

LYBRAND,  ROSS  BROS.  & MONTGOMERY. 
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City  and  County  of  San  Francisco 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 
BaJance  Sheet,  June  30,  1934 

ASSETS: 

Total  Water  Powe 

Properties  (see  footnote  A) $101,754,058.08  $75,767,544.90  $25,986,513.18 


Less,  allowance  for  depreciation.. 


On  deposit  with  treasurer: 

Bond  redemption  fund  .... 

Bond  interest  fund  

Construction  fund  

Property  replacement  fund 
Operating  fund  


100,449,471.69  75,767,544.90  24,681,926.791 


1,002,000.00 

1,551,527.69 

860,472.30 

240,699.84 

291,688.54 

3,946,388.37 

12,546.58 


1,002,000.00 

1,551,527.69 

860,472.30 


3,413,999.99 

7,465.69 


240,699.84, 

291,688.54 

532,388.3?  for 
5,080.8' 


3,958,934.95  3,421,465.68 


Accounts  receivable: 

General  city  and  county  . 

Water  Department  

Other  accounts  receivable 


Interfund  accounts: 

Apportionment  (1909-10  funds) 
Current  accounts  


Deferred  charges: 

Property  valuation  expense  . 

Materials  and  supplies  

Prepaid  rent,  etc 


12,590.23 

14,981.85 

191,847.25 


12,514.58 

14,981.85 

1,291.54 


392,006.43 

90,114.23 

12,840.48 


391,.', 615. 
78,373.5 


392,006.4 

90,114.2 

12,840.4 


Grand  totals  $105,122,787.11  $79,530,889.57  $25,591,897.5 


(A)  Section  122  of  the  charter  provides  that  the  Hetch  Hetchv  project,  when  con 
pleted,  shall  he  merged  with  the  Water  Department.  At  that  time  a final  determinatio 
must  l>e  made  of  the  proper  allocation  of  the  above  properties  as  between  the  Water  an 
Power  Divisions.  (See  comments.) 
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City  and  County  of  San  Francisco 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT— (Continued) 
Balance  Sheet,  June  30,  1934 


LIABILITIES: 


jBonded  debt  (see  footnote  B): 

; Due  July  1,  1934,  and  prior  

j Due  1935  to  1977,  inclusive  

Total 

.$  1,002,000.00 
. 68,227,000.00 

Water 

$ 1,002,000.00 
52,864,900.00 

Power 

$15,362,100.00 

69,229,000.00 

53,866,900.00 

15,362,100.00 

Bond  interest  payable: 

J Due  July  1,  1934,  and  prior 

j Accrued,  not  due  

1,551,312.50 

25,523.96 

1,551,312.50 

25,523.96 

1,576,836.46 

1,576,836.46 

Contract  with  United  States  Government 
for  construction  and  maintenance  of 
i roads  and  trails  in  Yosemite  National 
Park  on  account  of  Hetch  Hetchy 
’ water  rights : 

Original  amount  $1, '250, 000.00 

Payments  to  date 500,000.00 

750,000.00 

750,000.00 

Accounts  payable: 

Warrants  outstanding  

Other  accounts  payable  

37,474.23 

203,440.26 

9,678.85 

148,677.77 

27,795.38 

54,762.49 

240,914.49 

158,356.62 

82,557.87 

Total  liabilities  

. 71,796,750.95 

56,352,093.08 

15,444,657.87 

SURPLUS: 

letailed  schedule  annexed  33,326,036.16 

23,178,796.49 

10,147,239.67 

$105,1212,787.11 

$79,530,889.57 

$25,591,897.54 

(B)  Bonds  authorized,  not  yet  sold: 

For  completion  of  construction  now  in  progress 


and  payment  of  balance  of  $750,000.00  on 
contract  with  United  States  Government. ..  .$1,023,000.00 
For  extension  of  Hetch  Hetchy  dam  3,500,000.00 


$4,523,000.00 
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SURPLUS  ACCOUNT 
For  the  fiscal  year  ended  June  30,  1934 
(See  comments  In  the  accompanying  letter) 


Total 

Water 

Power 

Balances,  June  30,  1933,  as  per  audit  report. . 
Additions: 

Contributions  from  taxes  for  bond  inter- 

$30,307,757.84 

$19,523,501.36 

$10,784,256.48 

est  and  redemption  

Power  operative  net  income,  details 

2,307,688.04 

2,307,688.04 

annexed  

1,139,973.38 

1,139,973.38 

Remainder  of  bond  premium  

Cash  received  for  interest  earned  on  loans 

1,239,836.26 

1,239,836.26 

during  1932-33  

65,286.65 

65,286.65 

Deductions: 

Interest  earned  on  bank  balances,  re- 

35,060,542.17 

23,136,312.31 

11,924,229.86 

tained  in  General  Fund  

Additional  allowance  for  depreciation  of 

49,490.33 

30,478.98 

19,011.36 

prior  years  

172,500.00 

172,500.00 

Remainder  of  bond  discount  

1,512,515.68 

737,956.39 

774,559.29 

Interfund  transfers: 

Contributions  from  Power  to  Water 
Division: 

1,734,506.01 

768,435.37 

966,070.64 

Fiscal  year  1933-34 

394,848.00 

89  4,848.00 

Prior  years  

Payments  from  General  Fund  of  prior 

452,870.32 

452,870.32 

years  for  property  valuation  

36,798.77 

810,919.55 

36,798.77 

810,919.55 

Balances,  June  30,  1934  1 

$33,326,036.16 

$23,178,796.49 

$10,147,239.67 

L 
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POWER  OPERATIVE  INCOME  ACCOUNT 
For  the  fiscal  years  ended  June  30,  1934  and  1933 


Fiscal  Years  Ended  June  30 
1934  1933 

Revenues : 

Power  sales: 

Moccasin  power  house: 

General  consumers  $8,128,357.50  $7,431,602.02 

Less,  distribution  commis- 


sion  

5,938,825.74 

5,429,665.77 

Water  Division,  for  construc- 
tion   

2,189,531.76 

66,996.67 

2,001,936.25 

125,258.08 

2,256,528.43 

2,127,194.33 

Early  Intake  power  house: 

Other  electrical  corporations... 
General  consumers  

39,615.00 

1,530.84 

43,450.00 

1,354.16 

41,145.84 

44,804.16 

Other  revenues: 

Interest  earned  

Rents  

Hospital  fees  

Meals  

Miscellaneous  

21,965.85 

3,903.51 

1.308.00 

8.139.00 
172.33 

16,931.14 

4,010.11 

1,250.75 

9,580.80 

356.54 

35,488.69 

32,129.34 

Total  revenues  

2,333,162.96 

2,204,127.83 

Expenses: 

Operating  expenses,  exclusive  of  depre- 


ciation, details  annexed: 


Production  

164,221.58 

25,945.32 

59,969.80 

171,693.63 

34,867.55 

79,013.24 

Transmission  

General  and  miscellaneous 

Allowance  for  depreciation 

250,136.70 

175,000.00 

285,574.42 

175,000.00 

Total  operating  expenses... 

Bond  interest  

Amortization  of  bond  discount 

425,136.70 

714,339.00 

53,713.88 

460,574.42 

737,383.50 

55,841.17 

Total  expenses  

1,193,189.58 

1,253,799.09 

Net  income  transferred  to 
surplus  

1,139,973.38 

950,328.74 

Less,  comparative  charges  for  federal  in- 
come taxes  as  required  by  Section  64  of 
the  charter  

156,000.00 

130,000.00 

Net  income  on  comparative 

basis  $ 983,973.38  $ 820,328.74 
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PRODUCTION  EXPENSES 
For  the  fiscal  years  ended  June  30,  1934  and  1933 


Operation : 

Superintendence  

Hydraulic  labor  

Station  labor  

Miscellaneous  labor  . , 
Supplies  and  expense. 


Maintenance : 

Structures  

Reservoirs,  dams  and  intakes 

Waterways  

Forebays,  penstocks,  and  tailraces 

Roads  and  trails 

Hydraulic  power  plant  equipment 

Miscellaneous  power  plant  equipment. 


Miscellaneous: 
Rent  .... 


Total  production  expenses. 


Fiscal  Years  Ended 
June  30 

1934  1933 


.$  11,250.31 
. 13,747.21 

34,726.70 
767.06 
. 18,243.35 


78,734.63 


23,353.95 

5,899.74 

4,007.44 

1,436.46 

21,167.44 

8,673.91 

948.01 


65,486.95 


20,000.00 


.$164,221.58 


$ 12,838.31 
14,904.66 
38,451.30 
574.34 
20,256.28 


87,024.89 


13,058.30 

6,451.88 

869.73 

4,326.20 

32,331.23 

7,008.26 

623.14 


64,668.74 


20,000.00 


$171,693.63 


TRANSMISSION  EXPENSES 
For  the  fiscal  years  ended  June  30,  1934  and  1933 


Operation : 

Superintendence  

Substation  labor  and  expense 

Labor  and  expense — transmission  lines. 


Fiscal  Years  Ended 
June  30 

1934  1933 


$ 2,400.56  $ 2,338.15 
3,035.30  3,788.98 

6,687.69  7,998.09 


12,123.55 


Maintenance: 

Transmission  structures 42.63 

Substation  equipment  2,505.69 

Tower  line  conductors 5,253.18 

Poles  and  fixtures 4,945.89 

Pole  line  conductors 611.46 

Miscellaneous  115.43 


14,125.22 


1,746.12 

1,905.34 

4,997.95 

11,119.71 

183.19 

460.02 


Miscellaneous: 

Transmission  rents 


13,474.27  20,412.33 

347.60  330.00 


.$25,945.32  $34,867.55 


Total  transmission  expenses. 
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GENERAL  AND  MISCELLANEOUS  EXPENSES 
For  the  fiscal  years  ended  June  30,  1934  and  1933 


Fiscal  Years  Ended 
June  30 

1934  1933 

Salaries  and  expenses: 

General  officers  $11,601.21  $16,122.55 

Other  general  office  employees 8,927.00  9,086.62 

General  office  supplies 575.32  619.76 

Public  Utilities  Commission 10,278.00  15,200.00 

Other  general  office  expenses 1,999.26  2,020.02 

Insurance  2,762.31  5,326.28 

Injuries  and  damages 4,933.29  2,514.24 

Contributions  to  Retirement  System 5,231.18  5,396.04 

Other  miscellaneous  expenses 6,000.19  8,590.09 

Maintenance: 

Communication  system  3,983.12  9,170.00 

Miscellaneous  structures  and  equipment 122.49  1,564.56 

State,  county,  and  irrigation  district  taxes 3,556.43  3,403.08 


$59,969.80  $79,013.24 


SUMMARY  OF  BONDED  DEBT 
June  30,  1934 


Authorized  Sold 


Outstanding 
Redeemed  Jun.  30,  1934 


Jan.  1,  1909  4%% $ 600,000 

Jul.  1,  1910  4%  45,000,000 

Jan.  1,  1925  5 10,000,000 

Jul.  1,  1928  41/2  24,000,000 


Jun.  1,  1932  (See  Note  1).  6,500,000 
Dec.  1,  1933  (See  Note  2).  3,500,000 


$ 600,000  $ 600,000  

45.000. 000  13,998,000  $31,002,000 

10.000. 000  1,250,000  8,750,000 

24.000. 000  24,000,000 

5', 477, 000  5,477,000 


$89,600,000  $85,077,000  $15,848,000  $69,229,000 


Note  1 — The  outstanding  portion  of  the  June  1,  1932  bonds  bore  the  fol- 
lowing interest  rates: 

5%  $1,152,000 
5%  4,325,000 


$5,477,000 


On  August  13,  1934  an  additional  amount  of  $429,000  was  sold  at  the 
following  interest  rates: 


Jun.  1,  1939  to  1940,  inc 5%  $26,000 

Jun.  1,  1941  to  1951,  inc 4y2  143,000 

Jun.  1,  1952  to  1971,  inc 4 260,000 


$429,000 


Note  2 — On  November  26,  1934  the  Hetch  Hetchy  Dam  bonds  maturing 
December  1,  1934,  par  value  $175,000,  were  sold  on  a 4 per  cent 
interest  basis. 
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ALLOCATION  OF  CONSTRUCTION  EXPENDITURES 
to  June  30,  1926  (1909-10  Funds) 


Allocated  entirely  to  water: 


Foothill  Division  $ 340,126.72 

San  Joaquin  Division 211,649.36 

Coast  Range  Division 30.00 

Bay  Development 6,026,324.86 


6,578,130.94 

Less,  revenue  during  construction 137,315.31 

$ 6,440,815.63 


Allocated  entirely  to  power: 

Moccasin  Division  5,448,444.64 

Lower  Cherry  power  development 342,596.05 

Transmission  line  to  Newark 1,811,329.03 


7,602,369.72 

Less,  revenue  during  construction 93,814.76 

7,508,554.96 

Allocated  on  50-50  basis: 

Hetch  Hetchy  Dam 9,973,949.54 

Aqueduct  tunnels,  shafts,  and  South 

Fork  crossing  11,177,921.72 

Priest  Division  regulating  reservoir  and 

outlet  tunnel  2,761,362.21 

Early  Intake  diversion  works 1,029,431.23 

Lands,  water  rights,  and  rights  of  way.  1,668,864.40 

Lake  Eleanor 403,468.12 

Administration,  engineering,  rentals, 

taxes,  legal  expenses,  etc 1,721,563.35 

28,736,560.57 

Allocated  as  at  August  15,  1925,  on  basis  of 
51  per  cent  to  Power  and  49  per  cent  to 
Water,  including  additions  to  June  30, 

1926: 

Interest  during  construction 5,952,031.06 

Bond  discount  and  expense  applica- 
ble to  construction 448,966.08 

6,400,997.14 


SUMMARY  OF  ALLOCATION 


Total 

Specific  allocations  $13,949,370.59 

Allocated  on  50-50  basis...  28,736,560.57 


Water 

$ 6,440,815.63 
14,368,280.28 


$ 7,508,554.96 
14,368,280.29 


Subtotal  (Water  49%, 

Power  51%)  42,685,931.16 

Interest,  bond  discount,  and 
expense  (Water  49%, 

Power  51%)  6,400,997.14 


20,809,095.91 

2,901,308.54 


21,876,835.25 

3,499,688.60 


$49,086,928.30  $23,710,404.45 


$25,376,523.85 


Municipal  Railway 
of  San  Francisco 

Report  on  Examination 

For  the  fiscal  year  ended  June  30,  1934 


F.  W.  Lafrentz  & Co. 
Bullock,  Kellogg  & Mitchell 

Certified  Public  Accountants 


F.  W.  Lafrentz  & Co. 
Bullock,  Kellogg  & Mitchell 

Certified  Public  Accountants 
605  Mills  Building 
San  Francisco,  Calif. 


March  5,  1935. 

Mr.  Leonard  S.  Leavy,  Controller,  City  and  County  of  San  Francisco, 

San  Francisco,  California. 

Dear  Sir:  We  have  examined  the  books  and  accounts  of  the  Munici- 
pal Railway  of  the  City  and  County  of  San  Francisco  for  the  fiscal 
year  ended  June  30,  1934,  and  submit  herewith  our  report  together 
with  the  following  exhibits  and  schedules: 

Exhibit  “A”  Comparative  General  Balance  Sheet  as  at 
June  30,  1934,  and  June  30,  1933. 

Exhibit  “B”  Comparative  Statement  of  Monthly  Income 
for  the  fiscal  year  ended  June  30,  1934. 

Exhibit  “C”  Comparative  Statement  of  Income  for  the 
period  December  28,  1912,  to  June  30,  1934. 

Exhibit  “D”  Statement  of  Bus  Line  Operations  for  the 
fiscal  year  ended  June  30,  1934. 

Schedule  # 1 Schedule  of  Road  and  Equipment  as  at  June 
30,  1934. 

Schedule  # 2 Analysis  of  Reserve  for  Depreciation  as  at 
June  30,  1934. 

Schedule  # 3 Statement  of  Operating  Expenses  hy  Primary 
Accounts  as  Prescribed  by  the  Interstate 
Commerce  Commission  for  the  fiscal  year 
ended  June  30,  1934. 

We  hereby  certify  that  the  attached  comparative  general  balance 
sheet  and  statement  of  income,  subject  to  the  comments  contained  in 
this  report,  correctly  exhibit,  respectively,  the  financial  condition  of 
the  Municipal  Railway  of  San  Francisco  as  at  June  30,  1934,  and  the 
result  of  operations  for  the  fiscal  year  ended  that  date. 

Respectfully  submitted, 

F.  W.  LAFRENTZ  & CO., 

BULLOCK,  KELLOGG  & MITCHELL, 
Certified  Public  Accountants. 


(Wherever  italics  appear  in  this  report,  they  indicate  red  figures.) 
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COMMENTS  ON  THE  EXAMINATION 

The  scope  of  audit  included  an  analysis  of  balance  sheet  and  income 
accounts,  verification  of  cash  balances  by  comparison  with  the  Con- 
troller’s audit  report  of  the  Treasurer’s  records,  reconciliation  of  sub- 
sidiary ledger  balances  with  the  general  ledger  controls,  a review  of 
the  procedure  concerning  the  accounting  for  materials  and  supplies, 
a test  check  of  the  material  and  supplies  inventory,  and  a review  of 
the  procedure  covering,  and  a test  check  of  the  records  supporting, 
revenue.  We  also  tested  the  mathematical  accuracy  of  books  of  orig- 
inal entry.  We  did  not,  during  our  examination,  make  a cljeck  of  the 
payroll  and  other  disbursement  functions  of  the  Controller  which  are 
subject  to  audit  by  independent  accountants  employed  by  the  Board 
of  Supervisors. 


GENERAL  BALANCE  SHEET— EXHIBIT  “A” 

Road  and  Equipment — §9,568,402.23: 

Schedule  No.  1 reflects  an  analysis  of  this  amount  including  the 
additions  and  retirements  made  during  the  current  fiscal  year.  The 
latter  transactions  were  reviewed  and  no  exceptions  were  noted.  In 
accordance  with  the  charter  and  resolution  of  the  Board  of  Supervisors, 
provision  for  depreciation  in  the  amount  of  $52,606.00  was  made  during 
the  period  under  review.  Further  comments,  referring  to  the  current 
year’s  depreciation,  are  made  in  this  report  under  the  caption  “Reserve 
for  Accrued  Depreciation,  Road  and  Equipment.” 


New  Construction  in  Progress — §328.54: 

This  amount  represents  the  cost  to  June  30,  1934,  of  installing  grab 
handles  on  platforms  of  street  railway  cars. 


General  Expenditures — §324,872.84: 

No  changes  were  made  in  this  account  during  the  current  fiscal  year. 
The  items  included  in  the  balance  are  as  follows: 


Interest  on  Funded  Debt  during  Construction $252,270.75 

Cost  of  Elections 57,092.91 

Legal  Expense  12,778.65 

Miscellaneous  2,730.53 


$324,872.84 


Cash  With  Treasurer: 

Municipal  Railway  Bond  Redemption  Fund — §101,200.00: 

Municipal  Railway  Bond  Interest  Fund — §17,660.00: 

Receipts  on  these  funds  are  received  by  transfers  from  the  railway 
operating  fund.  Disbursements  are  made  from  these  funds  to  meet 
principal  and  bond  interest.  The  following  is  an  analysis,  by  bond 
issues,  of  the  foregoing  balances: 

Bond  Redemption: 


Geary  Street  Issue  of  1910 $ 95,000.00 

Market  Street  Issue  of  1910 6,000.00 

Municipal  Railway  Issue  of  1913 200.00 


$101,200.00 
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Bond  Interest: 

Geary  Street  Issue  of  1910 $ 2,295.00 

Market  Street  Issue  of  1910 157.50 

Municipal  Railway  Issue  of  1913 15,207.50 


$ 17,660.00 


Municipal  Railway  Operating  Fund — $423,258.68: 

Accident  Reserve  Fund — $6,881.50: 

Depreciation  Reserve  Fund — $340,148.99: 

In  accordance  with  the  provisions  of  the  charter,  the  Controller’s 
staff  has  audited  the  accounts  of  the  Treasurer  of  the  City  and  County 
of  San  Francisco.  These  fund  balances  and  the  Bond  Fund  balances 
have  been  reconciled  with  the  Treasurer’s  balances  reflected  in  the 
Controller’s  report. 

It  will  be  observed  that  the  accident  reserve,  reflected  on  the  liability 
side  of  the  balance  sheet,  indicates  a debit  balance  of  $8,029.83.  The 
difference,  $14,911.33,  is  due  the  Municipal  Railway  Operating  Fund. 
This  matter  is  discussed  fully  under  the  caption  “Reserve  for  Acci- 
dents.” 

Miscellaneous  Accounts  Receivable — $13,779.61: 

The  following  items  are  contained  in  this  balance: 


State  Board  of  Harbor  Commissioners $ 7,912.41 

Learner  and  Rosenthal 2,210.95 

Pacific  Gas  & Electric  Company 637.00 

Thomas  Keenan  Estate 19.25 


General  Fund,  City  and  County  of  San  Francisco.  3,000.00 

$13,779.61 


The  amount  receivable  from  the  State  Board  of  Harbor  Commission- 
ers represents  the  loss  incurred  in  the  operation  of  the  Embarcadero 
Bus  Line  during  the  fiscal  year  1933-34.  Detail  of  this  loss  is  shown 
in  Exhibit  “D.”  The  State  Board  has  agreed  to  indemnify  the  City 
and  County  of  San  Francisco  for  losses  sustained  in  the  operation  of 
said  buses. 

The  Learner  and  Rosenthal  item  is  due  from  the  sale  of  scrap  ma- 
terial. Six  hundred  and  thirty-seven  dollars  receivable  from  Pacific 
Gas  and  Electric  Company  covers  pole  rentals.  The  amount  due  from 
Thomas  Keenan  Estate  covers  lot  rental. 

In  accordance  with  ordinance  No.  8570  N.  S.,  Municipal  Railway 
Funds  are  deposited  with  the  Treasurer  of  the  City  and  County  of  San 
Francisco.  Interest  estimated  in  the  sum  of  $3,000.00  has  been  accrued 
on  these  deposits. 

Payment  of  all  accounts  receivable  included  under  this  caption  was 
received  subsequent  to  June  30,  1934. 

Materials  and  Supplies — $169,183.48: 

The  cost  of  materials  and  supplies  on  hand  June  30,  1934,  is  repre- 
sented by  this  amount.  Inventories  as  of  that  date  show  the  following 
distribution: 


Pipe  Yard,  Sixth  and  Hubbell  Streets $103,496.13 

Oar  Barn,  Geary  Street 65,687.35 


$169,183.48 
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The  method  employed  in  taking  physical  inventories  is  to  make 
periodical  counts  of  certain  stock  items  so  that  by  the  end  of  each 
year,  the  entire  stock  has  been  counted  and  compared  with  the  stock 
record  cards.  The  last  of  these  periodical  counts  was  made  during 
January,  1934.  The  date  of  our  visit  was  January,  1935,  and  no  counts 
had  been  made  during  the  interim.  We  were  informed  that  they 
would  be  resumed  in  February. 

During  the  course  of  our  examination,  we  counted  a number  of  items 
at  the  Geary  Street  Car  Barn,  and  minor  differences  were  noted. 

The  prices,  extensions,  and  footings  of  the  inventory  sheets,  which 
were  written  up  from  the  stock  record  cards,  were  test  checked,  and, 
in  our  opinion,  the  values  stated  are  reasonably  correct. 

The  method  of  accounting  for  materials  and  supplies  was  reviewed 
and  it  was  observed  that  the  division  of  duties  necessary  to  an  internal 
check  had  been  given  consideration. 


Managers’  Contingent  Fund — $4,000.00: 

This  fund  is  maintained  for  payment  of  minor  accident  claims  and 
expenses  in  connection  with  special  investigations.  It  is  in  the  custody 
of  the  following  officers: 

Mr.  Fred  Boeken,  Manager $ 700.00 

Mr.  T.  B.  Johnson,  Claims  Agent 3,300.00 


Mr.  Boeken’s  fund  was  not  audited  in  detail. 

Mr.  Johnson’s  fund  was  reconciled  with  the  certification  obtained 
from  the  depository.  Accident  reports  made  out  by  platform  men  were 
thoroughly  test  checked.  Authority  for  payment  of  claims  is  vested 
in  the  Controller,  whose  accounts  are  subject  to  independent  audit. 


Replacement  Jobs  in  Process — $1,324.49: 

This  amount  represents  the  cost  to  June  30,  1934,  of  five  replace- 
ment jobs  in  process. 

Contract,  Purchase,  and  Work  Order  Liability  (Contra) — $28,072.73: 
This  item  represents  the  liability  for  outstanding  contracts,  purchase 
orders,  work  and  service  orders  where  services  have  not  been  per- 
formed or  goods  received.  See  contra  account. 


Funded  Debt  Unmatured — $2,001,000.00: 

The  following  is  a recapitulation  by  issues  of  the  unmatured  funded 
debt.  Of  the  amounts  set  forth,  $95,000.00  of  the  Geary  Street  Issue 
and  $6,000.00  of  the  Market  Street  Issue  matured  July  1,  1934. 


$4,000.00 


Total 


Geary  Street,  4%%  of 
1910  


$1,900,000.00  $ 95,000.00  $ 95,000.00  7-1-34 


Market  Street,  4%%  of 
1910  


81,000.00 


6,000.00 


6,000.00  7-1-34 


Municipal  Railway,  5% 
of  1913  


3,500,000.00 


100,000.00 


1,900,000.00  12-1-52 


$5,481,000.00 


$201,000.00 


$2,001,000.00 
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The  outstanding  balances  were  reconciled  with  the  Controller’s  audit 
report  of  the  City  and  County  Treasurer.  Examination  of  the  canceled 
bonds  supporting  redemptions  during  the  period  under  review  is  per- 
formed in  connection  with  the  independent  audit  of  the  Controller’s 
office. 

Audited  Accounts  and  Wages  Payable — $77,279.41: 

Unpaid  demands  as  at  June  30,  1934,  are  represented  by  this  sum. 
We  reconciled  the  amount  with  the  records  of  the  City  Controller. 

Miscellaneous  Accounts  Payable — $67,328.21: 

Current  expenditures  which  had  not  been  vouched  by  the  City  Con- 
troller as  at  June  30,  1934,  are  represented  by  this  amount.  All  of  the 
items  included  had  been  cleared  at  the  time  of  our  examination. 

Contract,  Purchase,  and  Work  Order  Liability  (Contra) — $28,072.73: 
This  item  represents  the  liability  for  outstanding  contracts,  purchase 
orders,  work  and  service  orders  where  services  have  not  been  per- 
formed or  goods  received.  See  contra  account. 

Matured  Interest  on  Funded  Debt — $15,387.50: 

This  sum,  segregated  as  under,  represents  interest  coupons  matured, 
but  unpaid,  on  June  30,  1934. 


Geary  Street  Issue  of  1910 $ 167.50 

Market  Street  Issue  of  1910 22.50 

Municipal  Railway  Issue  of  1913 15,207.50 


$15,387.50 


These  amounts  also  were  reconciled  with  the  City  Controller’s  rec- 
ords. Examination  of  the  coupons  canceled  during  the  current  period 
was  performed  in  connection  with  the  audit  of  the  Controller’s  office. 

Matured  Funded  Debt — $200.00: 

Bonds  in  the  sum  of  $200.00  of  the  Municipal  Railway  Issue  of  1913 
had  matured  prior  to  June  30,  1934,  but  were  not  redeemed  on  that 
date. 

Accrued  Interest  on  Funded  Debt,  Not  Due — $10,189.17: 

Interest  accrued  to  June  30,  1934,  but  not  due  as  of  that  date,  com- 
prises this  amount.  The  following  is  an  analysis  by  issue: 

Geary  Street  Issue  of  1910 — Due  July  1,  1934 $ 2,137.50 

Market  Street  Issue  of  1910 — Due  July  1,  1934. . . 135.00 

Municipal  Railway  Issue  of  1913 — Due  Dec.l,  1934  7,916.67 

$10,189.17 


It  will  be  observed  that  the  first  two  items  became  due  July  1,  1934. 
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Reserve  for  Accidents — $8,029.83: 

The  transactions  affecting  this  reserve  during  the  current  fiscal 
year  may  be  shown  as  follows: 

Balance,  June  30,  1933 $ 2,961.28 

Additions  to  Reserve,  2 %%  of  gross  reve- 
nue in  accordance  with  Ordinance  No. 

8570  N.  S 71,094.81 


$74,056.09 

Less:  Injuries  and  Damages,  Passengers 

(Expenses  and  Claims) 82,085.92 


Balance,  June  30,  1934 $ 8,029.83 


The  June  30,  1934,  balance  is  represented  by  the  undermentioned 
items: 


Accident  Reserve  Fund  Cash $ 6,881.50 

Due  Municipal  Railway  Operating  Fund 14,911.33 

Balance,  June  30,  1934 $ 8,029.83 


A summary  of  the  yearly  transactions  for  several  years  past  is 
given  hereunder  so  that  an  observation  may  be  had  of  the  adequacy  of 
the  reserve: 


Provision  by  Claims  and  Reserve 

Charge  to  Other  Expenses  Account 

Tear  Operations  Credits  Paid  Balance 

May  1,  1926,  Transferred 
from  Old  Depreciation 

Fund  $100,000.00  $100,000.00 

May  1 to  June  30,  1926.  .$  14,066.28  $ 9,457.00  104,609.28 

1926- 27  84,954.69  15.05  72,774.20  116,774.72 

1927- 28  86,546.56  157.21  123,181.59  80,296.90 

1928- 29  87,053.33  105,893.63  61,456.60 

1929- 30  89,224.43  103,384.68  47,296.35 

1930- 31  85,929.44  126,344.29  6,881.50 

1931- 32  79,733.87  96,294.08  9,678.71 

1932- 33  70,515.00  57,875.01  2,961.28 

1933- 34  71,094.81  82,085.92  8,029.83 


$669,118.41  $100,142.16  $777,290.40 


As  previously  commented,  the  reserve  shows  a declining  balance. 
In  order  to  again  build  up  the  balance,  the  additions  to  the  reserve 
were  increased  subsequent  to  June  30,  1934,  from  2 y2  to  3 per  cent  of 
gross  earnings.  The  additional  provision  had  increased  the  reserve 
to  $5,338.84  on  November  30,  1934,  as  compared  with  the  deficit 
$ 8,029.83  as  of  June  30,  1934. 

Claims  and  expenses  paid  during  the  current  fiscal  year  are  analyzed 
as  follows: 
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Injuries  and  Damages: 

Personal  $54,519.85 

Property  3,175.00 

Salaries  13,033.91 

Medical  Attention  and  Miscellaneous 11,357.16 


$82,085.92 


Reserve  for  Accrued  Depreciation,  Road  and  Equipment — $5,261,799.26: 

The  following  provisions  are  contained  in  the  Charter  of  the  City 
and  County  of  San  Francisco,  to  provide  for  reconstruction  and  re- 
placements due  to  physical  and  functional  depreciation  of  Utility 
Assets. 

1 —  Provision  must  be  made  for  depreciation  in  accordance  with  an 

established  practice  for  utilities  of  similar  character. 

2 —  At  least  every  five  years  an  appraisal  shall  be  made  of  the  assets, 

and  using  the  appraised  value  as  a basis,  the  amount  of  rea- 
sonable annual  depreciation  shall  be  redetermined. 

3 —  Depreciation  required  to  be  provided  must  be  funded  monthly  by 

cash  payments  made  to  the  depreciation  fund. 

We  were  informed  that  during  the  year  19321,  the  majority  of  street 
railway  companies  reduced  the  rates  used  to  calculate  depreciation 
and  that  inasmuch  as  the  assets  of  the  Municipal  Railway  had  not 
been  reappraised  since  the  effective  date  of  the  Charter,  it  was  elected 
to  provide  depreciation  for  the  current  year  in  accordance  with  the 
rates  used  by  the  Market  Street  Railway  during  the  year  1932.  This 
rate  was  .55  of  1 per  cent  of  the  cost  of  road  and  equipment,  on  which 
basis  depreciation,  amounting  to  $52,606.00,  was  provided  by  the 
Municipal  Railway  during  the  fiscal  year  1933-34. 

Schedule  No.  2 of  this  report  sets  forth  an  analysis  of  the  reserve 
account  and  shows  the  application  to  the  different  types  of  assets. 
The  application  for  the  period  under  review  was  made  as  follows: 

Depreciation  on  equipment  and  certain  other  assets  in 
property  ledger  at  rates  based  on  the  life  of  spe- 


cific types  of  property $39,805.42 

Provision  for  depreciation  applied  to  Track,  Roadway 

and  Distributing  System 121,800.58 


Total  Provision  for  current  year $52,606.00 


The  current  year’s  provision  was  not  sufficient  to  cover  the  deprecia- 
tion of  all  the  property  ledger  assets,  based  upon  the  present  life  of 
the  specific  items,  and  also  to  provide  a sum  for  allocation  to  track, 
roadway  and  distributing  system.  In  order  to  apply  a portion  of  the 
$52,606.00  to  the  latter  assets,  it  was  necessary  to  suspend,  during  the 
current  year,  depreciation  of  Passenger  and  Combination  Electric  Cars 
and  Electric  Equipment  of  cars  which,  in  accordance  with  the  present 
estimated  life,  amounts  to  approximately  $65,800.00  per  annum. 

As  reflected  by  Schedule  No.  2,  the  $12,800.58  distributed  to  track, 
roadway  and  distributing  system  represents  .229  of  1 per  cent  of  the 
cost  of  such  assets. 

Ordinances  Nos.  7060-8570  N.  S.,  and  provisions  of  the  new  Charter 
effective  January  2,  1932,  provide  for  the  transfer  of  cash  to  the  depre- 
ciation fund  in  a specified  manner.  Due,  however,  to  the  lack  of  cash 


( 108  ) 


in  the  Operating  Fund,  this  provision  was  not  complied  with  during 
prior  years  to  the  following  extent: 


1927-28  $ 36,684.20 

192S-29  263,823.68 

1929- 30  281,373.60 

1930- 31  175,821.65 

1931- 32  233,021.06 

1932- 33  195,389.90 


Total 


.$1,186,114.09 


During  the  current  fiscal  year,  cash  in  the  sum  of  $52,606.00  cover- 
ing the  current  year’s  depreciation  provision  was  transferred  to  the 
Depreciation  Fund.  In  addition  to  the  delay  in  the  accumulation  of 
cash  in  the  Fund  Account,  certain  applications  were  made  of  the 
funds  provided  for  the  depreciation  account,  consideration  of  which  is 
necessary  to  reconcile  the  depreciation  reserve  fund  with  the  deprecia- 
tion reserve.  An  analysis  of  these  items  is  as  follows: 

Provision  for  Depreciation  as  per  Sched- 
ule No.  2 $5,521,156.16 

Charges  to  Reserve  on  account  of  ac- 
crued depreciation  of  assets  retired 

during  the  fiscal  years  1921-28 115,472.34 

Add : Provision  for  Redemption  of  Bond- 
ed Debt  added  to  Reserve  Fis- 
cal Years  1913-26 $2,029,666.67 

Interest  and  Profit,  Sale  of  Securi- 
ties credited  to  Income  and  in- 
cluded in  Surplus 496,911.82 

Cancelled  Warrants  43.89 

Transfers  from  Other  Funds 21,722.46  2,548,344.84 


$8,184,973.34 

Deduct:  Cash  on  Hand $ 340,148.99 

Available  Resources  other  than 

Cash  630.28 

Due  from  Operating  Fund  as 

shown  in  foregoing 1,186,114.09 

Charges  and  Replacements  paid 
out  of  Operating  Fund  dur- 
ing current  year  2,099.78  1,524,193.58 


Total  Accountability  for 

Cash  $6,660,779.76 


The  net  amount  is  accounted  for  as  follows: 

Payments  for  Injuries  and  Damage  Claims $ 571,963.75 

Bonds  Redeemed  and  Interest  Paid 2,056,616.90 

Advanced  to  Operating  Fund  for  Twin  Peaks 

Tunnel  82,152.53 

Transferred  to  Operating  Fund  for  Wage  In- 
creases, etc 717,354.43 

Expended  for  Extensions,  Betterments  and  Re- 
placements   3,232,692.15 


$6,660,779.76 
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Unadjusted  Credits — $3,280.00: 

The  salvage  value  of  rails  removed  from  the  Tenth  Avenue  retire- 
ment job  is  recorded  in  this  account  pending  the  completion  of  the 
work. 

Surplus— $3,542,616.64 : 

Surplus  is  reflected  on  Exhibit  “A”  in  three  groups  as  follows: 
Contributed  Surplus — $1,546,216.57 : 

General  Taxes— $1,496,216.19: 

The  item  General  Taxes  represents  net  contributions  from  the  Gen- 
eral Fund  of  the  City  and  County  of  San  Francisco  to  the  Municipal 
Railway  for  the  following: 

Interest  on  Bonded  Debt,  1910-15 $ 239,901.83 

Cost  of  Bond  Elections,  1909-13 29,628.54 

Salaries  of  Employees 37,022.10 

West  Portal  Avenue  Improvement 15,180.21 

Street  Improvement,  St.  Francis  Circle 18,551.41 

Crane  Transferred  from  High  Pressure  System 1,200.00 

Bond  Interest  and  Redemption,  and  Operating  Ex- 
penses—Years  1930-1934  1,236,855.83 


$1,578,339.92 

Less : Advances  to  the  General  Fund  Charged  off : 

Twin  Peaks  Tunnel $32,152.53 

Stockton  Street  Tunnel 48,971.20 

Ocean  Shore  Railway  Switching 1,000.00  82,123.73 


Net  Contributions  from  General  Fund $1,496,216.19 


Premium  on  Bonds  Sold — $26,000.38: 

This  amount  was  received  during  the  years  1913  and  1914  and  rep- 
resents premium  on  bonds  sold  at  that  time.  Inasmuch  as  the  premium 
is  nominal  it  has  been  deemed  expedient  to  credit  the  entire  amount  to 
Surplus  rather  than  to  amortize  a portion  each  year. 

Donated  Equipment — $24,000.00: 

Three  Pierce  Arrow  buses  donated  by  the  residents  of  Westwood 
Park  are  represented  by  this  amount. 

Provision  for  Comparative  Charges — $5,369,441.18: 

Taxes— $5,259,872.26: 

The  provisions  of  the.  Charter  of  the  City  and  County  of  San  Fran- 
cisco require  the  reports  of  the  Municipal  Railway  to  reflect  the 
charges  for  Taxes  and  Insurance  which  would  have  to  be  paid  if  the 
Railway  were  privately  owned.  The  following  charges  have,  therefore, 
been  made  to  operations  and  are  reflected  in  Surplus  as  hereunder: 

Taxes  of  the  State  of  California $2,958,660.66 

Franchise  Taxes  of  the  City  and  County  of  San  Francisco.  2,200,256.59 

Car  Licenses  63,258.75 

Federal  Income  Tax 37,696.26 


$5,259,872.26 
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Insurance — §109,568.92 : 

In  accordance  with  the  foregoing  provisions,  fire  insurance  charges 
are  included,  based  on  the  rate  of  40  cents  per  $100.00  of  valuation  of 
street  cars  and  buses. 

Deficit  From  Operations — §3,373,041.11: 

Exhibit  “B”  reflects  the  result  of  operations  for  the  fiscal  year  ended 
June  30,  1934,  and  Exhibit  “C”  sets  forth  a comparative  analysis  of 
operations  since  the  inception  of  the  Railway  in  1912,  as  well  as  a 
comparison  of  the  years  1932-33  and  1933-34. 

This  latter  comparison  shows  an  increase  in  Net  Income,  before 
comparative  charges,  during  the  year  1933-34,  as  compared  with  1932-33, 
of  $517,324.41. 

The  following  is  an  analysis  of  the  increase: 

Year  Year  Increase 

1932-33  1933-34  Decrease* 

Income: 

Passenger  Revenue  $2,795,455.72  $2,819,548.83  $ 24,093.11 

Miscellaneous  Revenue  25,144.36  24,243.62  900.74* 


Total  Revenue  $2,820,600.08  $2,843,792.45-  $ 23,192.37 

Operating  Expenses: 

Way  and  Structures $ 150,424.73  $ 130,453.48  $ 19,971.25* 

Equipment  178,598.19  165,886.32  12,711.87* 

Power  475,018.59  458,179.99  16,838.60* 

Conducting  Transportation  . 1,725,037.79  1,545,931.91  179,105.88* 

General  and  Miscellaneous  . . 195,357.57  173,804.67  21,552.90* 

Transportation  for  Investment  921.50  852.00  69.50 


Total  Expense  $2,723,515.37  $2,473,404.37  $250,111.00* 

Provision  for  Reserves: 

Depreciation  $ 286,994.49  $ 52,606.00  $234,388.49* 

Accidents  70,515.00  71,094.81  579.81 


Total  $ 357,509.49  $ 123,700.81  $233,808.68* 


Total  Expense  and 

Reserves $3,081,024.86  $2,597,105.18  $483,919.68* 


Income  from  Operations.#  260,424.78  $ 246,687.27  $507,112.05 
Non-Operating  Income  20,151.64  20,819.76  668.12 


$ 21,0,278.11,  $ 267,507.03  $507,780.17 

Deductions  from  Gross  Income 

before  Comparative  Charges.  111,173.33  $ 101,629.09  9,544.24* 


Net  Income  $ 351,446-4 7 $ 165,877.94  $517,324.41 


Of  the  decrease  in  operating  expenses  of  $250,111.00,  approximately 
$130,000.00  is  attributable  to  wage  reductions  and  the  balance,  $120,- 
111.00,  is  due  to  service  adjustments  and  miscellaneous  economies 
effected. 
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Net  Surplus — $3,542,616.64 : 

Changes  in  Surplus  during  the  year  are  analyzed  hereunder: 


Balance,  June  30,  1934,  as  per  Report $3,265,005.70 

Add:  Net  Profit  from  Operations  year  ended  June  30, 

1934,  before  Comparison  charges 165,877.94 

Contribution  from  General  Taxes 111,733.00 


Net  Surplus,  June  30,  1934 $3,542,616.64 


General 

The  accounts  of  the  Railway  are  kept  in  the  manner  prescribed  by 
the  Interstate  Commerce  Commission  and  are  maintained  in  excellent 
condition. 

During  the  course  of  audit  full  cooperation  and  assistance  was  given 
us  by  the  expert  of  the  Grand  Jury  of  the  City  and  County  of  San 
Francisco,  for  which  we  wish  to  express  our  appreciation. 
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EXHIBIT  “A” 

MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 
COMPARATIVE  GENERAL  BALANCE  SHEET 
As  at  June  30,  1934  and  June  30,  1933 
ASSETS 


June  30,  1934 

Road  and  Equipment  (Schedule  No.  1) $ 9,568,402.23 

New  Construction  in  Progress 328.54 

General  Expenditures  324,872.84 


June  30,  1933 

$ 9,566,686.48 
324,872.84 


Total  Property  Investment $ 9,893,603.61  $ 9,891,559.32 


Cash  with  Treasurer 

Municipal  Railway  Bond  Redemption 


Fund  $ 101,200.00 

Municipal  Railway  Bond  Interest  Fund  17,660.00 

Municipal  Railway  Operating  Fund 423,258.68 

Accident  Reserve  Fund 6,881.50 

Depreciation  Reserve  Fund 340,148.99 

Contingent  Fund  4,000.00 

Miscellaneous  Accounts  Receivable 13,779.61 

Materials  and  Supplies 169,183.48 


? 


119,319.79 

30,526.39 

339,217.88 

6,881.50 

318,070.43 

4,000.00 

13,584.60 

168,032.61 


Total  Current  Assets. 


.$  1,076,112.26  $ 999,633.20 


Unadjusted  Debits: 

Replacement  Jobs  in  Process $ 1,324.49  $ 

Contract,  Purchase  and  Work  Order  Lia- 
bility (Contra)  28,072.73 

Miscellaneous  Unadjusted  Debits 10.00 


4,357.54 


Total  Unadjusted  Debits $ 29,407.22  $ 4,984.21 


Increase 

Decrease 


$ 2,044.29 


$ 18,119.', 
12,866.1 
84,040.! 


22,078.5(  Act 


195.( 

1,150.8' 


$ 3,088.0; 


28,072.7I| 

616.6'\ 


Prov 


TOTAL 


$10,999,123.09  $10,896,176.73 


Sorp: 


$102,946.3 


( 113  ) 


EXHIBIT  “A” 

MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 

COMPARATIVE  GENERAL  BALANCE  SHEET  (Continued) 
As  at  June  30,  1934  and  June  30,  1933 
LIABILITIES  AND  SURPLUS 


Current  Liabilities: 

Warrants  Outstanding  

Miscellaneous  Accounts  Payable . . . 
Contract,  Purchase  and  Work  Order  Liabil- 
ity (Con.)  

Matured  Interest  on  Funded  Debt. 

Matured  Funded  Debt  


Reserve  for  Accidents 

erve  for  Accrued  Depreciatio 
Equipment  (Schedule  No.  2). 


Unadjusted  Credits  $ 


(Surplus: 

Contributed 


Premium  on  Bonds  Sold.. 
Donated  Equipment  


Provision  for  Comparative  Charges 

Taxes  

Insurance  


Charges  

Surplus  from  Operations  (Exhibit  “C”) . . . 


June  30,  1934 
.*$2,001,000.00 

June  30,  1933 
$ 2,202,000.00 

Decrease 

$201,000.00 

.$  77,279.41 

67,328.21 

$ 88,748.94 

63,945.79 

$ 11,469.53 
3,382.42 

28,072.73 
15,387.50 
200.00 
e **10,189.17 

16,050.00 

300.00 

12,878.33 

28,072.73 

662.50 

100.00 

2,689.16 

.$  198,457.02 

.$  8,029.83 

$ 181,923.06 

$ 2,961.28 

$ 16,533.66 
$ 10, 991.il 

. 5,261.799.26 

5,244,286.69 

17,512.57 

.$  5,253,769.43 

$ 5,247,247.97 

$ 6,521.46 

.$  3,280.00 

$ 3,280.00 

.$  1,496,216.19 

26.000. 38 

24.000. 00 

$ 1,384,483.19 

26.000. 38 

24.000. 00 

$111,733.00 

.$  1,546,216.57 

$ 1,434,483.57 

$111,733.00 

.$  5,259,872.26 
109,568.92 

$ 5,001,396.98 
104,376.04 

$258,475.28 

5,192.88 

.$  5,369,441.18 
, 3, 373M1.11 

$ 5,105,773.02 
3,275,250.89 

$263,668.16 

97,790.22 

.$  3,542,616.64 

$ 3,265,005.70 

$277,610.94 

.$10,999,123.09 

$10,896,176.73 

$102,946.06 

♦Includes  $101,000.00  maturing  July  1,  1934. 
♦♦Includes  $2,272.50  due  July  1,  1934. 


COMPARATIVE  STATEMENT  OF  MONTHLY  INCOME 
For  the  Fiscal  Year  Ended  June  30,  1934 
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Deduct  Charter  Comparison  Charges. 
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EXHIBIT  “D” 

MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 

STATEMENT  OF  BUS  LINE  OPERATIONS 
For  the  Fiscal  Year  Ended  June  30,  1934 


Routes 


Revenues: 

Combined 

En 

nbarcadero 

Others 

Passenger  Revenue  

.$  89,114.15 

$ 31,387.60 

$ 57,726.55 

Revenue  Credits: 

Quartermaster  Tickets  

17.15 

11.50 

5.65 

School  Tickets  

3,322.80 
. 26,183.63 

15.33 

3,307.47 

26,183.63 

Total  Revenue  

.$118,637.73 

$ 

31,414.43 

$ 87,223.30 

Operating  Expenses: 

Repairs,  Painting,  etc 

.$  19,386.78 

$ 

4,403.31 

$ 14,983.47 

Tires,  Including  Repairs 

. 8,678.63 

1,971.86 

6,706.77 

Gasoline  and  Oil 

. 20,759.64 

4,719.53 

16,040.11 

Cleaning,  Washing  and  Servicing 

. 11,894.05 

2,702.99 

9,191.06 

Conductors’  and  Chauffeurs’  Salaries  and  Wages 

. 48,485.67 

11,728.61 

36,757.06 

Depreciation  of  Buses  and  Equipment 

. 13,084.19 

5,119.19 

7,965.00 

Loss  on  Buses  Retired 

Proportion  of  General  Expense: 

200.00 

200.00 

Insurance  

. 14,538.43 

3,301.10 

11,237.33 

Administrative  Salaries  

. 8,640.00 

1,962.95 

6,677.05 

Pension  Fund  Payment 

3,604.18 

820.11 

2,784.07 

Equipment  Rental  

1,314.00 

128.92 

1,185.08 

Garage  Rental  

2,500.68 

568.20 

1,932.48 

Storeroom  Expense  

3,630.80 

825.23 

2,805.57 

Stationery  and  Printing 

780.00 

68.02 

711.98 

Total  Expense  

.$157,497.05 

$ 38,320.02 

$119,177.03 

Loss  from  Operations  

$ 38,859.32 

$ 

6,905.59 

$ 31,953.73 

A.dd:  Interest  on  Investment 

8,090.40 

1,006.82 

7,083.58 

Net  Loss  for  Period $ h6, 9Jf9.72  $ 7,912.^1  $ 39,037.31 


( 120  ) 


a|s 

5 < I 


jiMidiiiiJifi 

lllsss  lllslssssslsssls 


524  Stations,  Miscellaneous  Buildings 


( 121  ) 


m 1 1 1 1 1 1 1 1 § 1 1 1 1 1 § s 1 1 1 1 1 1 


( 122  ) 


SCHEDULE  No.  2 

MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 

ANALYSIS— RESERVE  FOR  DEPRECIATION 
As  at  June  30,  1934 


Total 


p -isa*. 


W 


$ 24,291.63 


187,567.61 

242,627.10 


? 22,004.33 

131,766.57 
149,535.23 
192,927.83 


$ 887,741.07 
2,506,629.27 
2,693,316.20 
2,946,048.47 


218,247.05 

226,063.53 


51,130.43 

51,790.20 


167,116.62 

174,273.33 


3,657,705.59 

3,933,344.91 


307,446.06 

310,748.77 

327,203.43 

361,761.63 

379.157.68 
403,370.26 
239,851.34 

254.047.02 

263.823.68 
281,373.60 
283,536.12 

285.893.02 
286,994.49 

52,606.00 


$5,521,156.16 


55,555.96 

58,138.62 

62,666.43 

73,409.56 

78,927.16 

85,426.66 

91,192.69 

113.718.19 

118.475.19 

115,642.68 

118,431.22 

117.388.73 

106.494.73 


$1,546,511.84 


251,890.10 

252,610.15 

264,537.00 

288,352.07 

300,230.52 

317,943.60 

148,658.65 

145,348.49 

165,730.92 

165,104.90 

168,504.29 

180,499.76 

12,800.58 


$3,974,644.32 


3,971,484.49 

4,080,339.75 

4.154.343.16 

4.295.786.51 

4.490.693.53 

4.664.565.16 
4,772,312.31 
4,854,615.62 

5.437.166.54 

5.506.689.55 

5.546.137.51 
5,580,670.72 
5,580,230.05 
5,581,638.33 


uct:  Charges  to  Reserve  on  Ac- 

Prior  Years  1928-29  to  1932-33..  $224,263.47 


$5,261,799.26 
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SCHEDULE  No.  3— SHEET  1 
MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 

STATEMENT  OF  OPERATING  EXPENSES  BY  PRIMARY  ACCOUNTS  AS 
PRESCRIBED  BY  THE  INTERSTATE  COMMERCE  COMMISSION 
For  the  Fiscal  Year  Ended  June  30,  1934 


Account 

Number  Description  Amount  Total 

Way  and  Structures: 

1 Superintendence  of  Way  and  Structures $ 8,498.18 

2 Ballast  29.17 

3 Ties  202.30 

4 Rails  2,563.27 

5 Rail  Fastenings  and  Joints  5,180.97 

6 Special  Work  1,918.21 

8 Track  and  Roadway  Labor 51,219.22 

9 Miscellaneous  Track  and  Roadway  Expense 2,416.87 

10  Paving  13,673.59 

11  Cleaning  and  Sanding  Track 23,016.55 

13  Tunnels  and  Subways 986.73 

16  Crossings,  Fences  and  Signs 174.89 

17  Signal  and  Interlocking  Apparatus 191.43 

18  Telephone  and  Telegraph  Lines 6.56 

20  Poles  and  Fixtures 2,261.23 

21  Underground  Conduits  123.00 

22A  Overhead  Feeders  206.99 

i 22B  Underground  Feeders  26.20 

22C  Track  Bonding  423.51 

22D  Overhead  Trolleys  15,179.58 

23  Miscellaneous  Electric  Line  Expense 1.26 

24C  Car  Houses  668.81 

24D  Shops  17.51 

24E  General  Offices  357.56 

24F  Station  and  Waiting  Rooms  and  Platforms 794.29 

24H  Miscellaneous  Buildings  and  Structures 318.12 


Total  Way  and  Structures $130,453.48 


Equipment: 


29  Superintendence  of  Equipment $ 2,526.28 

30  Passenger  Cars  104,874.75 

32  Service  Equipment  136.15 

33  Electric  Equipment  of  Cars 23,859.03 

36  Shop  Equipment  110.63 

37  Shop  Expenses  4,887.49 

38  Vehicles  1,226.58 

39A  Repairs  to  Motor  Buses  Owned 7,112.75 

39B  Painting  Buses  934.97 

39C  Chassis,  Labor  and  Material,  Buses 4,259.46 

39D  Bus  Tires  including  Repairs 8,678.63 

39E  Bus  Body  Repairs  2,853.24 

39F  Bus  Collision  Expense  83.25 

39G  Transmission  Labor  and  Materials,  Buses 2,359.82 

39H  Brake  Work,  Buses 1,783.29: 

41G  Loss  on  Equipment  Retired 200.00 


Total  Equipment  $165,886.32 
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SCHEDULE  No.  3— SHEET  2 
MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 
STATEMENT  OF  OPERATING  EXPENSES  BY  PRIMARY  ACCOUNTS  AS 
PRESCRIBED  BY  THE  INTERSTATE  COMMERCE  COMMISSION 
(Continued) 


For  the  Fiscal  Year  Ended  June  30,  1934 


Account 

Number  Description  Amount  Total 

Power : 

45  Superintendence  of  Power  $ 490.20 

47  Power  Plant  Equipment  131.16 

59  Power  Purchased  • 453,127.95 

59A  Power  Purchased  for  Lighting  Car  Barns  2,939.13 

59B  Power  Purchased  for  Lighting  Tunnels  1,491.55 


Total  Power  $ 458,179.99 

Conducting  Transportation: 

63  Superintendence  of  Transportation $ 86,849.44 

64A  Conductors  626,015.49 

64B  Motormen  605,110.66 

66  Miscellaneous  Car  Service  Employees 3,885.09 

67B  Lubricants  and  Waste 1,955.12 

67C  Special  Agents  and  Fare  Registers 3,275.26 

67D  Incandescent  Lamps  1,169.08 

67E  Miscellaneous  Car  Service  Expenses 1,541.31 

68  Station  Employees  8,859.76 

69  Station  Expenses  2,079.26 

70  Car  House  Employees  115,224.07 

71  Car  House  Expenses  4,476.63 

73  Operation  of  Telephone  and  Telegraph  Lines 4,013.34 

78  Miscellaneous  Transportation  Expenses 338.04 

78A  Gasoline  Buses  19,612.35 

78B  Oil  Buses  1,147.29 

78C  Conductors  and  Chauffeurs,  Buses 48,485.67 

78D  Greasing  and  Servicing,  Buses 8,947.78 

78E  Cleaning  and  Washing,  Buses 2,946.27 


Total  Conducting  Transportation 1, 545.931.lt 


General  and  Miscellaneous: 

83  Salaries  and  Expenses,  General  Officers  $ 12,430.72 

84  Salaries  and  Expenses,  General  Office  Clerks  14,901.06 

85  General  Office  Supplies  and  Expenses 4,386.48 

88  Pensions  and  Gratuities 89,470.91 

88A  Pension  Costs,  Buses 3,604.18 

89  Miscellaneous,  General  Expense 7,459.57 

89A  Administration,  Buses  8,640.00 

92D  Compensation  Payments  to  Employees 7,274.12 

93 A Insurance  516.32 

94  Stationery  and  Printing 3,434.72 

94A  Tickets  and  Transfers 6,791.02 

95  Store  Expenses  8,141.03 

96  Garage  and  Stable  Expense 2,311. S2 

97  Rent  of  Tracks  and  Terminals 4,442.72 


Total  General  and  Miscellaneous 173,804.67 

Transportation  for  Investment,  Credit 8529 


Total  Operating  Expenses. 


82,473,404.37 
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City  and  County  of  San  Feancisco 
OFFICE  OF  THE  CONTROLLER 


October  15,  1935. 

To  His  Honor,  Mayor  Angelo  J.  Rossi,  and  The  Honorable  the  Board  of 
Supervisors,  City  and  County  of  San  Francisco. 

Gentlemen : 


Submitted  herewith,  in  accordance  with  Section  65  of  the  Charter,  is  the 
Annual  Report  of  the  Controller  covering  the  fiscal  year  ended  June  30,  1935. 

The  accounts  of  the  Controller,  in  conformity  with  Section  68  of  the 
Charter,  by  direction  of  the  Board  of  Supervisors,  were  audited  by  Lybrand, 
Ross  Brothers  and  Montgomery,  Certified  Public  Accountants. 

In  accordance  with  the  provisions  of  Section  66  of  the  Charter,  the  accounts 
of  the  municipally  owned  public  service  enterprises  were  audited  under  direc- 
tion of  the  Controller.  Consistent  with  Ordinance  Number  9.0621,  the  super- 
vision of  the  following  audits,  in  conjunction  with  the  Controller’s  audit 
staff,  were  made  by  the  firms  of  Certified  Public  Accountants  indicated: 
Hetch  Hetchy  Water  Supply  and  Power  Project  by  John  F.  Forbes  and  Com- 
pany; Municipal  Railway  of  San  Francisco  by  F.  W.  Lafrentz  and  Company, 
Bullock,  Kellogg  and  Mitchell;  San  Francisco  Water  Department  by  Lybrand, 
Ross  Brothers  and  Montgomery. 

Audits  of  all  other  departments,  inclusive  of  the  School  Department,  pur- 
suant to  the  provisions  of  Section  66  of  the  Charter,  have  been  made  or  are 
in  process.  In  addition  thereto,  the  Controller’s  audit  staff  has  maintained 
a continuing  audit  of  the  expenditures  for  unemployment  relief,  S.  E.  R.  A., 
and  those  under  P.  W.  A.  bond  issues.  It  also  has  provided  system  instal- 
lations for  several  departments. 

We  have  examined  generally  the  systems  installed  for  financial  manage- 
ment and  financial  control  and  believe  the  performance  thereunder  to  be 
substantial,  subject,  however,  to  the  inclusion  of  certain  refinements  now 
under  review. 

We  have  also  made  a survey  of  cost  and  functional  departmental  account- 
ing, pursuant  to  the  provisions  of  Section  64  of  the  Charter.  The  purpose 
of  departmental  functional  and  cost  accounting  is  for  the  promotion  of 
departmental  efficiency  at  a minimum  cost.  Functional  or  cost  accounting 
could  give  the  desired  information  for  control  in  certain  departments,  while, 
in  other  departments,  where  the  performance  is  restricted,  the  desired  result 
could  be  best  obtained  through  a departmental  survey  and  time  study  of  the 
work  involved  and  the  maintenance  of  requisite  work  schedules. 

Our  experience  and  observation  in  departments  generally  lead  us  to  believe 
that  the  full  benefits  of  such  installations  may  not  be  secured  unless: 

(1)  Employments  from  proper  classifications  are  used  for  the  main- 
tenance of  these  records; 

(2)  Jurisdiction  for  the  direction  and  supervision  of  the  work  rests 
with  the  proper  financial  officer; 

(3)  A section  is  added  to  the  Administrative  Code  pursuant  to  the 
provisions  of  Section  64  of  the  Charter,  establishing  the  authority  and 
direction  for  the  preparation  of  the  systems  and  procedures  required  to 
effect  the  purposes  hereinabove  recited  and  making  such  systems  and 
procedures,  when  established,  a part  thereof. 


Pursuant  to  the  request  of  the  Board  of  Supervisors  for  an  analysis  of  the 
1934-1935  budget,  the  following  was  submitted,  together  with  a detailed  tabu- 
lation by  departments  and  functions: 


Mandatory  by  Charter  

Mandatory  by  Statutes  

Mandatory  by  Vote  of  People  

Function  Mandatory,  Amount  Discretionary 

Discretionary  

Public  Utilities  Discretionary  


6.25 

15.32 

44.22 

13.91 

13.88 

6.42 
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We  were  privileged  to  confer  with  His  Honor  the  Mayor  in  his  considera- 
tion of  budget  recommendations,  with  the  Finance  Committee  of  the  Board 
in  its  review,  and  finally  with  the  Board  of  Supervisors,  in  its  consideration 
of  the  budget  as  adopted. 

As  a result  of  our  observations  and  analysis  of  the  budget,  we  conclude 
that  consideration  should  be  given  to  a study  in  order  to  effect  modifications 
in  the  organic  structure  of  both  the  Charter  of  the  City  and  County  and  the 
laws  of  the  State  of  California.  Proper  authority  for  control  of  certain  items 
included  in  the  mandates  of  these  instruments  should  be  placed  under  the 
jurisdiction  of  those  charged  with  the  responsibility  of  legislation  and  ad- 
ministration. 

The  budget  for  the  fiscal  year  1934-1935  was  balanced  on  a cash  basis, 
despite  the  fact  that  taxes  were  delinquent  3.33  per  cent  and  other  revenues 
15.6  per  cent. 

The  resources  of  the  Cash  Reserve  Fund  total  $2,570,103.40.  This  fund 
was  created  by  amendments  to  Sections  80  and  81  of  the  Charter  (initiated 
by  this  office).  The  detail  of  resources  follows: 


Available  cash  $ 261,186.51 

Cash  loaned  to  other  funds  1,222,269.44 

Taxes  and  other  revenues  receivable 1,086,647.45 


Total  $2,570,103.40 

The  collection  of  taxes  receivable  may  be  deferred  over  a period  of 
ten  years,  under  the  existing  statutes  (laws  of  1935). 

It  is  hoped  that  this  fund  will  be  permitted  to  reach  an  amount  sufficient 
to  preclude  the  necessity  of  borrowing  funds  by  the  issuance  of  Tax  Antici- 
pation Notes. 

The  following  is  an  analysis  of  Tax  Anticipation  Notes  sold  during  the 
year  1934-1935: 


Date  of 
Issue 

Date  of 
Delivery 

9/19/34 

Date  of 
Payment 

Amount  of 
Notes 

Interest  Rat 
Nominal 

e Per  Annum 
Effective 

Paid  by 
Purchasei 

9/17/34 

12/20/34 

$3,000,000 

.6  % 

.5967% 

25.00 

10/22/34 

10/24/34 

12/20/34 

1,500,000 

.55  % 

.55  % 

1/28/35 

1/30/35 

5/15/35 

2,000,000 

.375% 

.343  % 

187.25 

3/11/35 

3/13/35 

5/15/35 

2,000,000 

$8,500,000 

.3  % 

.298  % 

5.00 

The  low  rates  of  interest  paid  for  money  borrowed  through  the  issuance 
of  Tax  Anticipation  Notes  is  a direct  indication  of  San  Francisco’s  credit 
standing.  The  merit  of  its  credit  standing  is  further  indicated  by  the  follow- 
ing analysis  of  bond  sales  for  the  fiscal  year  1934-1935: 


Par  Value 
of  Bonds 


Name  of  Issue  Sold 

1933  Water  Distribution $ 6,329,000 

1933  Sewer 1,338,000 

1932  Hetch  Hetchy  260,000 

1932  Hetch  Hetchy  143,000 

1932  Hetch  Hetchy  26,000 

1934  School  House  2,025,000 

1934  School  House  975,000 

1933  High  Pressure  1,600.000 

1933  High  Pressure  400,000 

L933  Airport  260,000 

1933  Hetch  Hetchy  Dam....  3,500,000 


Coupon 

Interest 

Kate 


Effective 

Interest 

Premium  Rate 

$198,462.60 
17,526.40 

133.00 


83.40 

55.60 


3.39%* 


6,412.00 

197,338.75 


$15,856,000 


$420,011.75 


•The  effective  rate  of  8.89  is  an  average  rate.  Bonds  were  sold  during  1934-1935  for 
an  effective  rate  as  low  as  2.89. 
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The  Firemen’s  Relief  and  Pension  Fund  deficit  of  $170,798.55  and  the 
Police  Relief  and  Pension  Fund  deficit  of  $103,235.58,  as  previously  reported 
and  as  noted  on  the  Current  Fund  Balance  Sheet,  still  exist,  provisions  in 
the  organic  structure  for  the  elimination  thereof  not  yet  having  been  pro- 
vided. 

This  is  also  true  in  connection  with  the  current  service  charges  of  the 
former  members  and  beneficiaries  of  the  Firemen’s  Relief  and  Pension  Fund, 
and  former  members  and  beneficiaries  of  the  Police  Relief  and  Pension  Fund, 
which  was  reported  to  you  by  the  Retirement  Board  at  budget  time  under 
index  72. 

The  Current  Fund  Balance  Sheet  further  reflects  a continuing  deficit  of 
$167,930.42  in  the  Auditorium  Fund,  incurred  prior  to  January  8,  1932. 

On  March  19,  1934,  a Tax  and  Legislative  Committee  was  created  on  my 
recommendation  by  Resolution  Number  1338.  This  committee  was  estab- 
lished : 

(1)  To  protect  the  interests  of  and  provide  proper  representation  for 
San  Francisco  in  connection  with  the  tax  revisions  that  were  to  take 
place  as  of  January  1,  1935,  under  various  Constitutional  provisions; 

(2)  To  analyze  the  effect  on  San  Francisco  of  the  various  measures 
of  the  51st  session  of  the  California  Legislature  and  to  cooperate  with 
San  Francisco’s  representatives  in  the  State  Legislature. 

Many  meetings  of  the  committee  were  held  prior  to,  during  and  subsequent 
to  the  session.  The  volume  of  work  involved,  covering  the  reviewing  of  3755 
bills,  necessitated  the  appointment  of  many  sub-committees,  which  reported 
back  to  the  main  committee  for  final  action. 

The  committee’s  study  and  representations  before  the  State  Board  of 
Equalization  resulted  in: 

(1)  An  advantageous  return  to  the  assessment  roll  of  utility  prop- 
erty; 

(2)  The  maintenance  of  the  valuations  as  established  on  our  non- 
operative assessment  roll. 

The  work  in  connection  with  the  proposed  legislation  proved  to  be  a valu- 
able contribution  and  service  to  our  citizens  and  taxpayers.  Many  of  the 
measures  that  it  opposed  and  which  were  not  passed  would  have  proved 
costly  to  San  Francisco  if  approved. 

Acknowledgment  is  herewith  made  of  the  cooperation  of  our  representa- 
tives in  the  State  Legislature,  the  representatives  of  many  of  our  sister  cities 
and  counties,  the  Mayor,  the  Board  of  Supervisors  and  the  various  depart- 
ment heads  who  gave  so  much  of  their  time  and  service  to  the  committee. 

Yours  very  truly, 


LEONARD  S.  LEAVY, 

Controller. 
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Note  7 


Parks 

Playgrounds  | $2,122,609 

Libraries  J 

Employees  Retirement  1,519,640 

Other  427,147 

Total  $ 4,069596 


Note  “B" 

Function  Mandatory 
Amount  Controllable 
Police  Department  $ 3,369,140 

'Fire  Department 
Health  Department 
Widows,  Aged,  Blind  Pensii 
Dependent  Poor 
Other  Departments 

Total 


Note'S" 

Self  Sustaining 

Public  Utilities  $ 5,502019 


Note“D” 

Controllable 

Health  Department  $ 721,052 

Liqhting  785,500 

Street  Repair  and  Improvement  971,650 
General  Departments  Expense  4,687,770 
$ 7,165,972 
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DISTRIBUTION  OF  TAX  DOLLAR 

CITY  AND  COUNTY  OF  SAN  FRANCISCO. 


igency  Reserve  $0057 
iry  $0127 
-RVE  Yield  $0145 
...Recreation  $0178 
..Lighting  Streets  So  Buildings  $0179 
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TAX  LEVIES 


Fiscal  Years  1930-31  to  1934-1935,  Inclusive 
Showing  Tax  Delinquency  at  June  30,  1935. 


Fiscal  Year 

1930- 1931. 

1931- 1932. 

1932- 1933. 

1933- 1934. 

1934- 1935. 


Total  Levy 

$ 33,177,550.65 
32,714,463.72 
31,752,725.86 
26,583,269.62 
28,808,182.68 
$153,036,192.53 


Uncollected  June  30,  1935 
Amount  % 

$ 96,401.58*  .291 

135,853.17  .415 

613,915.21  1.933 

723,994.61  2.723 

958,096.46  3.325 

$2,528,261.03  1.652 


* Includes  Delinquent  Taxes  for  Fiscal  Year  1930-1931  and  Those  of  Prior 
Years. 
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COMPARISON  OF  PERCENTAGES  OF  TAX  DELINQUENCY 
AVERAGE  OF  10  CITIES  OF  OVER  600,000  POP. 
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LEONARD  S.  LEAVY 
CONTROLLER 


Report  Upon 

Examination  of  Accounts  of  the 
Office  of  the  Controller 


For  the  fiscal  year  ended  June  30,  1935 
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Lybrand,  Ross  Bros.  & Montgomery 

ACCOUNTANTS  AND  AUDITORS 
2 Pine  Street 
San  Francisco 


October  5,  1935. 

To  the  Honorable  Board  of  Supervisors,  City  and  County  of  San  Francisco, 
San  Francisco,  California. 

Dear  Sirs:  In  accordance  with  your  resolution  No.  2014,  adopted  June  17, 

1935,  we  have  examined  the  accounts  of  the  office  of  the  controller  of  the 

CITY  AND  COUNTY  OF  SAN  FRANCISCO 
for  the  fiscal  year  ended  June  30,  1935,  as  hereinafter  outlined. 

Annexed  we  submit  statements  which,  subject  to  the  comments  contained 
in  the  following  paragraphs  of  this  report,  in  our  opinion,  set  forth  the 
financial  condition  of  the  municipality  as  at  June  30,  1935,  and  its  revenues 
and  expenditures  for  the  fiscal  year  then  ended.  These  statements  include 
separate  balance  sheets  and  income  and  surplus  accounts  of  the  municipally 
owned  public  service  enterprises,  which  reflect  the  figures  shown  by  the 
audit  reports  covering  those  units. 

Scope  of  Examination.-  Section  64  of  the  charter  provides  that  the  con- 
troller shall  devise  adequate  systems  of  internal  check.  Our  review  of  the 
procedure  in  effect  in  the  various  divisions  of  the  controller’s  office,  such  as 
the  pay  roll,  tax  redemption,  and  social  service  divisions,  in  connection  with 
our  investigation  of  the  internal  audit  and  recordation  of  revenues,  expendi- 
tures, appropriations,  and  encumbrances  indicates  that  the  internal  check  is 
adequate. 

Section  66  of  the  charter  provides  that  the  controller  shall  audit  the  ac- 
counts of  all  boards,  officers,  and  employees  of  the  city  and  county  charged  in 
any  manner  with  the  custody,  collection,  or  disbursement  of  funds.  We, 
therefore,  restricted  our  work  in  connection  with  such  accounts  as  were 
audited  by  the  controller  to  a review  of  the  reports  and  working  papers 
prepared  by  the  controller’s  audit  staff. 

Our  examination  of  the  property  accounts  was  limited  to  a review  of  the 
recorded  additions  and  retirements  for  the  year.  Comments  with  respect  to 
the  recording  of  retirements  will  be  found  in  a subsequent  paragraph  of  this 
report. 

We  verified  the  assets  recorded  as  belonging  to  the  special  and  trust  funds 
and  determined  that  the  liabilities  of  these  funds  were  correctly  stated. 
Under  the  terms  of  our  engagement,  however,  we  did  not  make  a detailed  audit 
of  the  transactions  of  these  funds  for  the  year. 

All  other  assets  and  liabilities  were  verified. 

We  made  a general  review  and  test  check  of  the  recorded  revenues  and 
expenditures  for  the  year.  We  also  compared  them  with  those  of  the  pre- 
ceding year  and  investigated  and  obtained  satisfactory  explanations  for  all 
material  fluctuations.  However,  under  the  terms  of  our  engagement  we  did 
not  examine  all  transactions  for  the  year. 

The  expert  to  the  grand  jury  participated  in  the  foregoing  examination. 
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Revenues  and  Expenditures 


A condensed  summary  of  the  general  city  and  county  revenues  and  ex- 
penditures for  the  fiscal  year  ended  June  30,  1935,  comparative  with  those  of 
the  preceding  year,  follows: 


Revenues: 


Fiscal  Years  Ended  June  30 
1935  1934 


Property  taxes  $28,929,947.58 

Other  taxes  and  licenses 1,340,096.64 

State  subventions 6,819,194.58 

Departmental  revenues  1,263,844.36 

Interest  on  bank  deposits  126,640.71 

Rents  13,346.30 

Court  fines  88,475.04 

Contributions  from  Water  Department 1,374,941.00 

Fire  Insurance  collected  247,589.90 

Miscellaneous,  net  159,481.60 


$26,504,776.78 

1.400.609.40 
6,620,174.82 

1.233.071.41 
229,892.22 

11,722.36 

110,256.76 

901,410.00 


166,483.47 


Total  revenues $40,363,557.71  $37,178,397.22 


Expenditures : 

Departmental  expenditures  $28,362,052.13  $25,483,716.14 

Bond  redemption  3,059,100.00  2,519,100.00 

Bond  interest 2,452,506.69  2,340,169.44 

Other  interest  108,003.22  86,378.63 

Pensions  and  compensation  insurance 1,443,536.13  1,397,963.31 

Judgments  and  losses 135,631.64  129,414.95 

Publicity  and  advertising  207,833.71  180,101.23 

Contributions  for  bond  interest  and  redemption: 

Hetch  Hetchy  construction 2,199,252.95  2,307,688.04 

Municipal  Railway 111,733.00 

Additions  to  property  from  revenues 2,062,197.39  752,832.25 

Total  expenditures $40,030,113.86  $35,309,096.99 


Net  revenues  $ 333,443.85  $ 1,869,300.23 


The  foregoing  statement  does  not  include  the  operations  of  the  municipally 
owned  public  service  enterprises,  which  are  stated  separately  on  page  43  of 
this  report. 

Section  64  of  the  charter  provides  that  these  public  service  enterprises  shall 
keep  their  accounts  in  the  same  manner  as  privately  owned  and  operated 
utilities.  Since  the  general  city  and  county  records  are  maintained  on  a 
municipal  basis,  separate  accounts  are  kept  for  the  public  service  enter- 
prises and  separate  statements  of  revenues,  expenditures,  and  surplus  are 
rendered. 

The  foregoing  summary  shows  certain  substantial  fluctuations  of  revenues 
and  expenditures  between  the  two  fiscal  years,  in  regard  to  which  we  submit 
the  following  comments: 

Property  Taxes These  showed  an  increase  of  $2,425,170.80,  as  follows: 

Fiscal  year  1934-35 $28,929,947.58 

Fiscal  year  1933-34 26,604,776.78 


Increase 


,$  2,425,170.80 
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The  tax  rate  for  tangible  property  for  the  fiscal  year  ended  June  30,  1935, 
was  approximately  38  cents  more  per  $100  of  assessed  valuation  than  that 
for  the  preceding  year.  Comparative  details  of  the  tax  rates  follow: 


Municipal  purposes: 

General  fund  $1.991158 

Bond  interest  and  redemption 

Employees’  Retirement  System 199551 

Parks  102964 

Recreation  

Library 049217 

Publicity  and  advertising 020417 

Tax  judgments  013564 

Other 039002 


Total  for  municipal  purposes $3.453688 


School  taxes : 

Junior  college  $ .012478 

District  school  taxes 397456 

Total  school  taxes  $ .409934 

Total  tax  rates $3.863622 


A summary  of  the  assessment  rolls  follows: 
Tangible  property: 

Real  estate  and  improvements  

Personal  property  


Intangible  property: 

Solvent  credits  

Stocks  and  bonds  177,197,820 


Total  property  subject  to  city  and  county 


Fiscal  Tears 
1935 

Ended  June  30 
1934 

968989 

199551 

013564 

039002 

$1.606582 

.903356 

.185039 

.100000 

.066950 

.038537 

.028128 

.010967 

.029375 

$3.453688 

$2.968934 

$ .012478 

397456 

$ .014264 
.496802 

$ .409934 

$ .511066 

$3.863622 

$3.48 

Fiscal  Years  Ei 
1935 

tided  June  30 
1934 

.$  662,659,911 
76,793,422 

$667,058,030 

79,975,342 

.$  739,453,333 

$747,033,372 

.$  111,675,150 
. 177,197,820 

$115,555,468 

111,851,888 

.$  288,872,970 

$227,407,356 

y 

.$1,028,326,303 

$974,440,728 

The  tax  rate  on  tangible  property  is  based  on  budgeted  requirements  for 
each  year,  while  intangible  property  is  taxed  at  the  following  rates  fixed  by 
state  law: 

Per  $1,000  of 
Valuation 

Solvent  credits  $1.00 

Stocks  and  bonds  2-00 
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Other  Taxes  and  Licenses.  A comparative  summary  for  the  two  years 
follows: 

Fiscal  Years  Ended  June  30 

Business  licenses,  etc.:  1935  1934 

Business  licenses  and  inspection  fees $ 519,430.39  $ 704,205.28 

Vehicle  licenses  65,122.69  107,320.85 

Beverage  licenses  391,882.09  217,733.99 

Miscellaneous  16,910.00  22,732.10 


Building  permits,  etc.: 
Building  permits  . . 
Marriage  licenses  . . 
Beverage  permits  . . 
Miscellaneous  


36,058.90  33,531.60 

10,178.00  11,222.00 

3,230.00 

15,514.57  13,806.65 


Franchise  taxes: 

The  Pacific  Telephone  and  Telegraph  Company  240,000.00  241,826.93 

Market  Street  Railway  Co 45,000.00  45,000.00 

$1,340,096.64  $1,400,609.40 
= 1,340,096.64 

Decrease  $ 60,512.76 


Substantial  modifications  in  the  rates  applying  to  business  licenses 
account  for  the  decrease  in  revenue  from  this  source.  The  decrease  in 
revenue  from  vehicle  licenses  was  $42,198.16.  In  April,  1935,  an  injunction 
was  granted  in  the  Superior  Court,  restraining  the  city  from  enforcing  an 
ordinance  providing  for  licensing  of  commercial  trucks.  Until  the  legality 
of  this  matter  has  been  decided  by  the  court,  revenue  from  vehicle  licenses 
will  be  considerably  curtailed.  Beverage  licenses  are  collected  by  the  State 
of  California,  which  remits  a portion  of  such  revenues  to  San  Francisco.  The 
increase  in  revenue  from  this  source  amounted  to  $174,148.10. 


State  Subventions : A comparative  summary  for  the  two  years  follows: 


Elementary  schools 

High  schools 

Good  roads  

Orphans  and  half  orphans . . 

Widows’  pensions 

Needy  aged 

Needy  blind 

State  tax  refunds 

Tubercular  patients 

Fire  boats 

Federal  aid  to  high  schools. 


Fiscal  Years  Ended  June  30 
1935  1934 


$2,943,663.33 

2,097,235.94 

1,024,499.08 

139,474.15 

120,038.93 

217,726.81 

49,780.48 

73,305.66 

61,853.57 

83,320.41 

8,296.22 


$2,923,149.60 

1,970,685.80 

1,009,878.51 

136,588.74 

116,065.24 

191,118.63 

43,571.92 

74,904.61 

64,264.31 

74,644.00 

15,303.46 


$6,819,194.58  $6,620,174.82 


6,620,174.82 


Increase. 


,$  199,019.76 
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Departmental  Expenses:  These  expenses  increased  $2,878,335.99,  as 

follows: 


General  government 

Protection  of  life  and  property 

Recreation  

Charities,  hospitals,  and  corrections. 

Education  

Conservation  of  health 

Sanitation  

Highways  

Other  


Fiscal  -Year 
1935 

$ 2,708,506.86 
6,891,544.03 
1,938,015.93 
5,434,810.19 
8,754,428.46 
536,912.88 
753,415.29 
1,115,753.42 
228,665.07 


$ 2,623,389.76 
6,445,380.46 
1,824,922.39 
3,614,992.12 
8,457,811.04 
502,490.23 
659,472.13 
1,159,110.99- 
196,147.02 


$28,362,052.13 


$25,483,716.14 


25,483,716.14 


Increase 


.$  2,878,335.99 


About  $1,080,000  of  this  increase  resulted  from  a partial  restoration  of 
salaries,  which  were  on  a temporarily  reduced  basis  during  the  fiscal  year 
1933-34.  Expenditures  for  relief  of  needy  and  unemployed  from  current 
revenues  also  showed  an  increase  of  approximately  $1,650,000.  - 


Proprietary  Balance  Sheet  Comments 

The  following  comments  refer  to  various  items  which  appear  on  the 
proprietary  balance  sheet,  and  further  indicate  the  scope  of  our  examination: 

Properties : A summary  of  the  property  accounts  is  shown  on  pages  44 

and  45  of  this  report. 

We  examined  the  vouchers  for  the  major  additions  to  the  general  city 
and  county  properties  during  the  year  and  found  that  they  represented 
proper  capital  charges. 

Retirements  have  not,  in  all  cases,  been  properly  accounted  for,  and  it 
appears,  therefore,  that  the  property  accounts  are  overstated  in  that  they 
reflect  an  accumulation  of  capital  additions,  generally  without  deductions 
for  retirements  other  than  credits  for  proceeds  of  sales  and  trade-in  allow- 
ances on  additional  equipment  purchased. 

Section  94  of  the  charter  reads  in  part  as  follows: 

“The  Director  of  Property  shall  maintain  complete  records  and  maps  of 
all  real  property  owned  by  the  City,  which  shall  show  the  purchase  price, 
if  known,  and  the  department  in  charge  of  each  parcel,  with  reference  to 
deeds  or  grants  establishing  the  City’s  title. 

“He  shall  annually  report  to  the  Mayor,  the  Controller,  the  Chief  Ad- 
ministrative Officer,  and  the  Supervisors,  the  estimated  value  of  each  parcel 
and  improvement.’’ 

The  property  records  kept  by  the  Controller  are  now  in  process  of  re- 
vision, and  when  such  revision  is  completed  these  records  will  show  in 
detail  the  costs  of  lands,  buildings,  and  improvements  as  set  forth  in  the 
property  accounts  in  the  general  ledger. 

During  the  fiscal  year  1934-35,  fires  occurred  at  the  Girls’  High  School  and 
Lowell  High  School,  which  buildings  were  insured  against  fire  during  the 
periods  of  their  reconstruction.  The  insurance  collected  in  these  cases 
amounted  to  $247,589.90. 
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Heretofore,  fire  insurance  has  not  been  carried  on  school  buildings, 
except  during  periods  of  construction  or  reconstruction.  The  school  buildings 
have  since  been  insured  against  fire  in  the  amount  of  $18,400,000,  for  a 
period  of  five  years  commencing  July  1,  1935,  the  premium  for  that  period 
amounting  to  $124,200. 


Cash:  Cash  on  deposit  with  the  Treasurer  as  at  June  30,  1935,  amounting 
to  $28,221,396.98,  and  the  imprest  funds  of  the  general  city  and  county  were 
verified  by  the  Controller.  Our  review  of  the  working  papers  indicated 
that  such  verification  had  been  properly  performed,  also  that  the  Treasurer 
had  complied  with  Section  82  of  the  charter,  which  regulates  the  receipt, 
custody,  and  deposit  of  public  funds. 


Taxes  Receivable:  A summary  of  taxes  receivable  follows: 


Delinquent  taxes: 


Secured 


Unsecured 


Total 


1934-35 

1933-34 

1932-33 

1931-32 

1930-31 


Prior  years. 


$ 897,297.51 
484,639.08 
322,646.17 
116,287.59 
36,016.65 
40,357.32 


$ 60,798.95 
239,355.53 
291,269.04 
19,565.58 
20,027.61 


$ 


958,096.46 

723,994.61 

613,915.21 

135,853.17 

56,044.26 

40,357.32 


Penalties  on  delinquent  taxes, 


$1,897,244,32 

287,552.76 


$631,016.71  $2,528,261.03 
115,679.75  403,232.51 


$2,184,797.08  $746,696.46 


$2,931,493.54 


Less,  collections  on  the  installment  plan  on  account  of  de- 
linquent taxes  


80,342.26 


Less,  allowance  for  losses  on  uncollectible  taxes, 


$2,851,151.28 

743,258.76 


$2,107,892.52 


We  verified  these  receivables  by  reference  to  the  tax  records  and  by  a 
review  of  the  internal  procedure  with  respect  to  tax  collections. 

The  balance  of  $403,232.51,  representing  penalties  on  delinquent  taxes, 
is  subject  to  the  provisions  of  Section  3817  of  the  Political  Code  of  the  State 
of  California.  This  section,  as  amended,  waives  the  penalties  and  provides 
for  interest  at  the  rate  of  seven  per  cent  per  annum  from  July  1,  1934,  on 
the  amount  of  delinquent  taxes,  if  current  taxes  are  paid  and  the  property 
is  redeemed  prior  to  April  20,  1936,  or  if  provision  is  made  for  redemption 
in  ten  annual  installments  commencing  on  or  before  that  date.  It  is,  there- 
fore, impossible  to  determine  at  this  time  what  portion  of  the  aforemen- 
tioned balance  of  $403,232.51  will  ultimately  be  collected. 

The  allowance  of  $743,258.76  for  losses  represents  approximately  the 
amount  of  the  unsecured  taxes  and  penalties. 
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Revenues  Accrued  and  Accounts  Receivable-.  These  assets  consist  of  the 
following: 

State  subventions: 


County  roads $405,360.92 

Orphans  and  half  orphans 71,992.95 

Needy  aged 114,461.01 

Widows’  pensions 61,206.97 

Tubercular  patients 33,309.43 

Needy  blind 25,378.40 

Fire  boats 32,500.00 


$ 744,209.68 

Franchise  revenues: 

Pacific  Telephone  and  Telegraph  Company...  178,870.72 

Market  Street  Railway  Co 153,969.80 

California  Street  Cable  R.  R.  Co 1,750.00 


334,590.52 

Accrued  interest: 

On  investment  bonds 273,299.83 

On  bank  deposits 67,123.52 


340,423.35 

Federal  grants  (earned  portion) 459,693.66 

Due  Employees’  Retirement  System  from  various  city  de- 
partments   114,538.43 

Miscellaneous  27,032.61 


Total,  general  city  and  county $2,020,488.25 

Accounts  receivable,  public  service  enterprises 1,688,061.43 


$3,708,549.68 


State  subventions  are  in  agreement  with  copies  of  claims  on  file  against 
the  state,  estimates  of  subventions  for  which  claims  had  not  been  sub- 
mitted, and/or  subsequent  collections. 

The  amount  of  $178,870.72  due  from  Pacific  Telephone  and  Telegraph 
Company  represents  estimated  franchise  revenues  from  October  1,  1934,  to 
June  30,  1935. 

The  balance  of  $153,969.80  due  from  the  Market  Street  Railway  Company 
consists  of  franchise  taxes  as  follows: 


Calendar  year  1932 $ 40,835.88 

Calendar  year  1933 44,058.53 

Calendar  year  1934 46,664.83 

First  half  of  1935 22,410.56 


$153,969.80 


Previous  controversy  with  the  Market  Street  Railway  Company,  re- 
garding amount  due  for  franchise  taxes,  has  been  settled,  and  subsequent  to 
June  30,  1935,  collections  of  $131,559.24  were  received  in  payment  of  the 
franchise  taxes  for  the  calendar  years  1932  to  1934,  inclusive. 

The  franchise  of  the  California  Street  Cable  Railroad  Co.  expired  Febru- 
ary 17,  1929.  The  last  payment  received  from  that  company  covered  fran- 
chise taxes  for  the  calendar  year  1928.  The  balance  of  $1,750  shown  in 
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the  foregoing  summary  represents  an  accrual  for  the  first  four  months  of 
the  calendar  year  1929,  which  we  have  stated  at  book  figures,  in  the  absence 
of  any  information  as  to  final  settlement. 

Our  audit  reports  for  the  fiscal  years  ended  June  30,  1933  and  1934 
referred  to  the  franchise  tax  liability  of  the  San  Francisco  Electric  Pro- 
tective Company,  which  operates  a system  of  electric  signal  boxes  for  police 
and  fire  protection,  and  which  appears  to  be  afiiliated  with  the  American 
District  Telegraph  Company.  The  latter  has  tendered  cheques  in  payment 
of  the  reported  franchise  tax  liability  of  the  San  Francisco  Electric  Pro- 
tective Company,  as  follows: 


Calendar  year  1932 $35.25 

Calendar  year  1933 29.53 

Calendar  year  1934 14.57 


We  understand  that  the  original  franchise  expired  in  1928  by  stipulation 
and  that  the  American  District  Telegraph  Company  has  recently  applied 
for  a new  franchise  covering  its  operations  and  those  of  its  affiliate,  the 
San  Francisco  Electric  Protective  Company.  This  application  is  now  under 
consideration  by  the  Board  of  Supervisors. 

A summary  of  the  federal  grants  follows: 


High  pressure  fire  protection  system $ 460,000  $ 75,750.81 

Sewers  454,000  211,996.72 

Schools  864,000  147,375.27 

Airport  55,000  24,570.86 


$1,833,000  $459,693.66 


The  maximum  amounts  of  the  grants,  as  above  stated,  are  in  accordance 
with  the  grant  agreements  on  file.  The  amounts  earned  represent  30  per 
cent  of  the  cost  of  labor  and  materials  used  on  these  projects  to  June 
30,  1935. 


Investment  Bonds:  A summary  follows: 


Employees’  Retirement  System:  par  Values  Book  Values 

City  and  County  of  San  Francisco $ 3,777,600.00  $ 3,970,185.10 

East  Bay  Municipal  Utility  District 1,660,000.00  1,838,782.31 

State  of  California 1,806,000.00  1,868,699.97 

City  of  Sacramento 430,000.00  471,840.51 

United  States  Treasury 400,000.00  435,909.46 

Marin  Municipal  Water  District 393,000.00  414,984.61 

City  of  Richmond 431,000.00  464,509.36 

City  of  Stockton 382,000.00  419,401.74 

Golden  Gate  Bridge  and  Highway  District  500,000.00  568,391.77 

Other  Northern  California  municipalities 

and  school  districts 1,975,112.50  2,069,265.46 

Public  utilities 2,645,500.00  2,687,421.85 

Railroads  724,100.00  717,527.70 


$15,124,312.50  $15,926,919.84 
158,600.00  219,607.96 


$15,282,912.50  $16,146,527.80 


Bequest  funds 
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These  securities  are  kept  in  the  joint  custody  of  the  Controller  and  the 
Treasurer.  The  Controller  has  verified  the  existence  of  the  bonds  and  the 
collection  of  interest  coupons.  Since  the  bonds  were  purchased  for  invest- 
ment, we  have  not  attempted  to  determine  their  market  values.  It  is  note- 
worthy that  none  of  the  bonds  of  the  Employees’  Retirement  System  were  in 
default  as  to  principal  or  interest  at  June  30,  1935. 

In  accordance  with  Section  159  of  the  charter,  the  Retirement  Board 
has  exclusive  control  of  the  administration  and  investment  of  the  funds  of 
the  Retirement  System. 

Deferred  Charges:  A summary  follows: 

General  city  and  county: 


Commitments  $ 4,947,720.84 

Relief  expenditures  financed  by  long-term  loans...  8,470,605.80 

Materials  and  supplies 240,554.03 

Uncompleted  contracts 3,610,539.80 

Other  19.99 


$17,269,440.46 

Public  service  enterprises 4,725,272.13 


$21,994,712.59 


Commitments  are  herewith  detailed: 


Employees’  Retirement  System 


Land  purchases: 

Municipal  airport $1,050,000.00  525,000.00 

Fleishhacker  playground 240,000.00  91,482.44 

Odd  Fellows’  cemetery 76,895.00  23,448.00 


Other  commitments: 


Voting  machine  purchase 1,505,300.00 

Bay  Bridge  bonds  purchase 390,000.00 

Merry-go-round  purchase 31,835.00 

Joint  Highway  District  No.  9 368,354.00 

El  Camino  Real  (Daly  City  bottleneck)....  200,000.00 

Sunnyvale  dirigible  air  base 150,000.00 

Judgments  

Junior  College  tuition 


292,916.57 

290.000. 00 
18,447.55 

333,354.25 

18,265.93 

100.000. 00 
413,642.70 

17,470.40 


$4,947,720.84 
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The  foregoing  items  are  offset  by  a liability  for  commitments  in  the 
same  amount.  The  $2,823,693  relating  to  Employees’  Retirement  System, 
explained  in  a subsequent  paragraph  of  this  report,  will  be  absorbed  when 
the  expenditures  are  made. 

The  deferred  charges  for  land  purchases  and  other  commitments  will  be 
transferred  to  property  accounts,  expenditures,  etc.,  as  and  when  payments 
are  made. 

Relief  expenditures,  $8,470,605.80,  represent  deferred  charges  against 
the  revenues  of  future  years  resulting  from  an  outlay  for  unemployment 
relief  during  the  three  years  ended  June  30,  1935,  which  was  financed  by 
the  sale  of  $6,500,000  relief  bonds  and  by  loans  of  $1,970,605.80  from  the 
State  of  California. 

The  relief  bonds  mature  at  the  rate  of  $542,000  per  year,  commencing 
September  1,  1936,  while  the  loans  from  the  State  of  California,  represented 
by  three  notes,  mature  in  equal  annual  installments  as  follows: 


Commencing  July  1,  1935  (9  years) $ 419,896.80 

Commencing  July  1,  1935  (10  years) 550,709.00 

Commencing  July  1,  1937  (10  years) 1,000,000.00 


$1,970,605.80 


Materials  and  supplies  consist  of  the  following: 
General  city  and  county: 

Departments  which  maintain  inventory  records: 


Fire  department  shop  accounts $ 49,035.59 

School  department 57,465.57 

Central  warehouse 11,608.05 

Recreation  department 11,899.08 

Public  works  substores 9,374.39 

School  shop  accounts 1,171.35 


$140,554.03 

Other  departments,  estimated 100,000.00 


$240,554.03 

Public  service  enterprises 701,759.96 


$942,313.99 


The  aggregate  amount  of  $140,554.03  for  departments  maintaining  in- 
ventory records  represents  book  balances  at  June  30,  1935.  Physical  inven- 
tories were  taken  by  those  departments  at  varying  dates  in  1935  and  control 
accounts  adjusted  thereto  or  found  to  be  substantially  in  agreement  there- 
with. The  inventory  sheets  were  generally  reviewed  by  us  as  to  pricing  and 
arithmetical  accuracy.  In  the  absence  of  physical  inventories  for  all  other 
departments,  an  estimated  value  of  $100,000  is  carried  on  the  books,  which 
appears  reasonable. 

The  balance  of  $3,610,539.80  for  uncompleted  contracts  represents  various 
construction  contracts  in  progress. 
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Bonded  Indebtedness:  We  verified  the  changes  in  bonded  indebtedness 


for  the  fiscal  year  ended  June  30, 

1935,  as  herewith 

summarized : 

Public 

General 

Service 

City  and 

Total 

Enterprises 

County 

Outstanding  June  30,  1934 

....$163,596,800 

$109,555,200 

$54,041,600 

Sold  during  year 

....  15,856,000 

9,258,000 

6,598,000 

$179,452,800 

$118,813,200 

$60,639,600 

Redeemed  during  year 

6,370,100 

3,331,500 

3,038,600 

Outstanding  June  30,  1935 

....$173,082,700 

$115,481,700 

$57,601,000 

Bonds  authorized  but  not  issued 

as  at  June  30,  1935,  amounted  to 

i $7,714,000, 

as  follows: 

General  city  and  county: 

Authorized 

Issued 

Unissued 

Sewer  1929  

$ 2,200,000 

$ 1,809,000 

$ 391,000 

Sewer  1933  

2,625,000 

1,338,000 

1,287,000 

$ 4,825,000 

$ 3,147,000 

$1,678,000 

Public  service  enterprises: 

Hetch  Hetchy  1932  

$ 6,500,000 

$ 5,906,000 

$ 594,000 

Water  distribution  1933 . . . . 

12,095,000 

6,653,000 

5,442,000 

$18,595,000 

$12,559,000 

$6,036,000 

$23,420,000 

$15,706,000 

$7,714,000 

Such  of  the  unissued  bonds  as  had  been  printed  as  at  June  30,  1935,  were 
in  the  custody  of  the  Treasurer  and  were  verified  by  the  Controller. 

Sections  103  and  104  of  the  charter  provide  that  the  bonded  debt,  ex- 
clusive of: 

(a)  Debt  incurred  for  the  purpose  of  financing  public  improvements, 
the  cost  of  which  is  to  be  assessed  against  private  property  benefited  thereby. 

(b)  Debt  incurred  for  water  supply,  storage  or  distribution  purposes, 

and 

(c)  Debt  heretofore  incurred  in  aid  of  the  Panama-Pacific  International 
Exposition, 

shall  not  exceed  12  per  cent  of  the  assessed  value  of  all  real  and  personal 
property  in  the  city  and  county,  subject  to  city  and  county  taxes. 
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The  bonded  debt  subject  to  this  12  per  cent  limit  as  at  June  30,  1935,  de- 
termined in  accordance  with  the  provisions  of  the  charter,  was  as  follows: 


Bonded  debt  June  30,  1935 $173,082,700 

Less,  bonded  debt  to  which  the  12  per  cent 
limit  does  not  apply: 

Hetch  Hetchy $71,735,000 

Water  Department 41,946,000 

Exposition  801,000 


114,482,000 


$ 58,600,700 

Add,  sewer  bonds  authorized,  not  issued 1,678,000 


Total  bonded  debt  subject  to  12  per  cent  limit. . $ 60,278,700 


The  assessment  roll  of  March  4,  1935,  for  the  fiscal  year  1935-36  shows 
assessed  valuations  of  $1,141,831,459,  as  follows: 


Real  estate  and  improvements,  and  secured  tangible 

personal  property  taxable  at  $3.68  per  $100 $ 767,040,672 

Unsecured  tangible  personal  property,  taxable  at  $3.863622 

per  $100  46,906,509 

Reassessments: 

Real  estate  and  improvements,  and  tangible  per- 
sonal property,  taxable  at  $3.863622  per  $100 15,570 


Total  tangible  property $ 813,962,751 


Intangible  property: 

Solvent  credits,  taxable  at  the  rate  of  10  cents  per  $100 . . $ 148,161,078 
Stocks  and  bonds,  taxable  at  the  rate  of  20  cents  per 


$100  179,707,630 

Total  intangible  property $ 327,868,708 


Total  property  subject  to  city  and  county  taxes. $1,141,831,459 


From  the  foregoing  it  will  be  seen  that  the  bonded  debt  of  $60,278,700 
subject  to  the  12  per  cent  clause  is  well  within  the  charter  limits. 


Accounts  and  Notes  Payable:  These  liabilities  are  herewith  summarized: 


General  city  and  county: 

Contracts,  purchase  orders,  etc $ 4,704,576.07 

Relief  loans  from  State  of  California 1,970,605.80 

Accrued  interest  thereon 124,058.40 

Warrants  outstanding 1,017,882.75 

Commitments  (contra) 4,947,720.84 


$12,764,843.86 

Public  service  enterprises 6,262,535.18 


$19,027,379.04 


Contracts,  purchase  orders,  etc.,  were  verified  by  reference  to  the  sup- 
porting records  and  by  a review  of  the  procedure  in  connection  with  the 
Controller’s  audit,  approval,  and  recordation  of  these  liabilities. 

Relief  loans  from  the  State  of  California  were  verified  by  correspondence 
with  the  State  Controller.  The  amount  of  $1,970,605.80  represents  three 
loans,  as  follows: 


Date  of  Loan  Int.  Rate 

Nov.  9,  1933  414% 

Apr.  26,  1934  4%% 

Aug.  14,  1934  3%% 


Amount 

$1,000,000.00 

419,896.80 

550,709.00 


Maturities 

1937  to  1946 
1935  to  1943 
1935  to  1944 


$1,970,605.80 


These  loans  were  made  under  the  provisions  of  the  Unemployment  Relief 
Bond  Act  of  1933  and  were  duly  authorized  by  the  Board  of  Supervisors. 

We  verified  the  general  city  and  county  outstanding  warrants  by  refer- 
ence to  the  warrant  registers,  which  were  in  agreement  with  the  controlling 
accounts  in  the  general  ledger. 

Commitments  were  verified  by  reference  to  the  supporting  documents. 

A contingent  liability  exists  through  pending  lawsuits  of  school  teachers 
for  salary  adjustments  of  prior  years.  The  City  Attorney  has  stated  to  us 
that  it  is  impossible  at  this  time  to  determine  the  amount  involved  in  these 
actions. 

A contingent  liability  also  exists  through  San  Francisco’s  participation 
in  the  Golden  Gate  Bridge  and  Highway  District.  We  understand  that 
the  bonds  of  that  district,  of  which  an  issue  of  $35,000,000  has  been  au- 
thorized, are  general  obligations  of  the  district  and  are  payable  to  the  extent 
that  revenues  of  the  district  may  be  insufficient  to  meet  operating  expenses 
and  interest  and  redemption  charges,  from  ad  valorem  taxes  which  may  be 
levied,  without  limitation  as  to  the  rate  or  amount,  upon  all  taxable  prop- 
erty within  the  district.  The  Golden  Gate  Bridge  and  Highway  District 
includes  the  City  and  County  of  San  Francisco,  Marin,  Sonoma,  and  Del 
Norte  counties,  and  portions  of  Napa  and  Mendocino  counties. 
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Funding  Balance  Sheet  Comments 

Fund  accounts  reflect  available  cash  and  other  liquid  assets,  liabilities, 
appropriations,  unappropriated  balances  of  the  various  funds,  and  cash 
reserves.  A summary  of  the  funding  balance  sheets,  with  statements 
showing  in  detail  the  status  of  the  various  funds,  will  be  found  on  pages  50 
to  57  of  this  report. 

A reconciliation  of  the  funding  balance  sheet  with  the  proprietary 
balance  sheet  follows: 


Funding  balance  sheet: 

Special  and  Trust  funds $ 17,960,335.19 

Surplus  23,982,118.60 


$ 41,942,453.79 

Add,  proprietary  assets  not  shown  in  funding 
balance  sheet: 

Properties,  net $347,086,904.82 

Deferred  charges 21,994,712.59 


369,081,617.41 


Deduct,  proprietary  liabilities  not  shown  in 


funding  balance  sheet: 

Bonds  outstanding,  unmatured $170,085,900.00 

Bond  interest,  unmatured 481,057.71 

Relief  loans 1,970,605.80 

Accrued  interest  thereon 124,058.40 

Commitments  4,947,720.84 

Bond  premium  unamortized 422,205.10 

Other  deferred  credits 27,401.67 


$411,024,071.20 


178,058,949.52 


Deduct,  funding  assets  not  shown  in  proprie- 
tary balance  sheet: 


Federal  grants  (unearned  portion) $ 3,619,448.49 

Unsold  bonds,  par  value 7,714,000.00 

Deferred  charges 13,233.72 


$232,965,121.68 


Proprietary  balance  sheet: 

Special  and  Trust  funds $ 18,002,907.72 

Surplus  203,615,531.75 


$221,618,439.47 


The  following  funds  showed  deficits  as  at  June  30,  1935: 


Auditorium  $167,930.42 

Firemen’s  Relief  and  Pension 170,798.55 

Police  Relief  and  Pension 103,235.58 


$441,964.55 


These  deficits  were  created  prior  to  the  adoption  of  the  present  charter, 
which  became  effective  January  8,  1932. 
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The  cash  reserve  fund,  which  was  created  in  accordance  with  Sections 
80  and  81  of  the  charter,  is  to  be  used  exclusively  for  the  following  purposes: 

1.  Payment  in  any  fiscal  year  of  legally  budgeted  expenditures  for  such 
year  in  anticipation  of  the  collection,  after  the  close  of  such  fiscal  year,  of 
legally  collectible  taxes  and  other  revenues  as  set  forth  in  the  budget  and 
the  appropriation  ordinance  for  such  fiscal  year. 

2.  Payment  of  that  portion  of  the  authorized  expenses  of  the  city  and 
county  for  any  fiscal  year  which,  as  certified  by  the  Controller,  becomes 
due  and  payable  and  must  be  paid  prior  to  the  receipt  of  tax  payments  for 
such  fiscal  year. 

This  fund  as  at  June  30,  1935,  had  a balance  of  $2,570,103.40,  as  follows: 

Cash  $ 261,186.51 

Temporary  loans  to  other  funds 1,222,269.44 

Interfund  accounts  receivable  which  will  be  liqui- 
dated through  collection  of  taxes  and  other  ac- 
crued revenues 1,086,647.45 


$2,570,103.40 


We  reviewed  the  appropriation  ledgers  and  determined  that  the  appropri- 
ations recorded  therein  were  in  accordance  with  the  annual  appropriation 
ordinance  and  subsequent  appropriations. 

General  Comments 

Surety  Bonds:  We  inspected  the  surety  bonds  covering  the  various 

officers  of  the  city  and  county  and  determined  that  the  charter  provisions 
had  been  complied  with. 

Ordinance  No.  4.041,  approved  May  31,  1933,  provides  for  additional 
surety  bonds,  which  we  inspected. 

All  surety  bonds  on  file  have  been  approved  by  the  Controller  in  ac- 
cordance with  the  foregoing  ordinance.  The  basis  used  by  the  Controller 
for  this  purpose  is  the  list  of  acceptable  sureties  on  federal  bonds  pub- 
lished by  the  U.  S.  Treasury  Department. 

Employees'  Retirement  System:  The  books  of  this  fund  show  a claim 

against  the  City  and  County  of  San  F’rancisco  in  the  amount  of  $2,823,693.00, 
in  accordance  with  Sections  166  and  169  of  the  charter,  for  which  the  city 
and  county  has  made  no  provision  in  the  annual  budgets,  as  follows: 
Policemen,  current  service: 

Computed  amount  in  excess  of  current  contributions  of  $2 
per  month,  made  by  policemen,  required  to  meet  the  cur- 
rent pro  rata  of  future  pensions  of  policemen  who  became 
members  of  the  Retirement  System  on  January  8,  1932, 

including  interest  to  June  30,  1935 $ 614,625.36 

Firemen,  current  service: 

Computed  amount  required  to  meet  the  current  pro  rata  of 
future  pensions  of  firemen  who  became  members  of  the 
Retirement  System  on  January  8,  1932,  including  interest 
to  June  30,  1935 1,648,585.93 

Total  current  service  from  January  8,  1932  to  June 

30,  1935  $2,263,211.29 

Policemen,  prior  contributions: 

Policemen’s  contributions  of  $2  per  month  to  pension  fund 
prior  to  January  8,  1932,  including  accrued  interest  to 
that  date  


$2, 


560,481.71 
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Under  the  present  charter,  which  became  effective  January  8,  1932,  po- 
licemen and  firemen  became  members  of  the  Retirement  System  on  that 
date.  The  payments  for  policemen’s  and  firemen’s  pensions  and  death  bene- 
fits had  theretofore  been  handled  directly  by  the  city  and  county,  and  had 
no  connection  with  the  Retirement  System.  The  funds  against  which  these 
payments  were  charged  showed  the  following  deficits  as  at  June  30,  1935: 


Police  Relief  and  Pension  Fund $103,235.58 

Firemen’s  Relief  and  Pension  Fund 170,798.55 


$274,034.13 


In  addition  to  the  liability  of  $2,823,693,  previously  mentioned,  there 
also  exists  a deferred  liability  of  undetermined  amount  for  prior  service  of 
the  policemen  and  firemen  who  became  members  or  beneficiaries  of  the  Re- 
tirement System  on  January  8,  1932.  This  is  covered  by  Section  160  of  the 
charter  which  reads,  in  part,  as  follows: 

“Liabilities  accruing  under  the  retirement  system  because  of  service 
rendered  to  the  city  and  county  by  persons  prior  to  the  date  their  respective 
classes  became  eligible  for  membership  in  the  system,  and  administrative 
costs  under  the  system,  shall  be  met  by  contributions  to  the  retirement 
system  by  the  city  and  county,  in  addition  to  any  amounts  contributed  to 
meet  liabilities  accruing  because  of  service  rendered  by  such  persons  after 
becoming  members  of  the  system,  provided  that  such  prior  service  lia- 
bilities may  be  met  by  annual  appropriations  instead  of  by  one  appropria- 
tion for  the  total  amount  of  the  liabilities.’’ 

Our  engagement  did  not  contemplate  an  examination  of  the  accounts  of 
the  Employees’  Retirement  System.  These  accounts  have  not  been  audited 
since  the  adoption  of  the  present  charter.  However,  we  are  informed  that 
the  Controller  has  recently  commenced  an  audit  of  them. 

We  wish  to  express  our  appreciation  to  the  Controller  and  his  staff  for 
their  cooperation  and  for  the  many  courtesies  extended  to  us  during  the 
course  of  our  examination. 


Very  truly  yours, 

LYBRAND,  ROSS  BROS.  & MONTGOMERY. 


(Wherever  italics  appear  in  this  Report  they  indicate  red  figures.) 
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CURRENT  SURPLUS— GENERAL  CITY  AND  COUNTY 

For  the  fiscal  year  ended  June  30,  1935 


Balance,  June  30, 1934,  as  per  our  audit  report $4,288,663.27 

Add,  net  revenues  for  the  fiscal  year  ended  June  30,  1935,  details 
annexed  333,443.85 


Balance,  June  30,  1935 $4,622,107.12 


CAPITAL  SURPLUS— GENERAL  CITY  AND  COUNTY 

For  the  fiscal  year  ended  June  30,  1935 

Balance,  June  30, 1934,  as  per  our  audit  report $144,757,026.63 


Add: 

Bond  maturities  transferred  to  current  funds 


ledger  $3,059,100.00 

Capital  additions  through  revenue 2,062,197.39 

Lands  transferred  from  Water  Department 137,811.07 

Federal  grants  earned 459,693.66 

Interest  earned,  etc 13,220.77 


$5,732,022.89 


Deduct: 

Properties  retired $ 267,012.95 

Cash  transferred  to  current  funds 18,767.81 


$ 285,780.76 


Net  additions 5,446,242.13 

Balance,  June  30,  1935 $150,203,268.76 
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REVENUES  AND  EXPENDITURES— GENERAL  CITY  AND 
COUNTY 

For  the  fiscal  years  ended  June  30, 1935  and  1934 
REVENUES 


Property  taxes: 

Fiscal  Years  E 
1935 

nded  June  30 
1934 

Real  and  personal  property 

Penalties  on  delinquencies 

.$28,746,402.09 

183,545.49 

$26,246,793.05 

257,983.73 

$28,929,947.58 

$26,504,776.78 

Other  taxes  and  licenses: 

Business  and  vehicle  licenses • 

Franchise  taxes  

Building  permits,  etc 

.$  983,345.17 

295,000.00 
61,751.47 

$ 1,051,992.22 
286,826.93 
61,790.25 

$ 1,340,096.64 

$ 1,400,609.40 

State  subventions : 

Common  schools  

High  schools • • 

.$  2,943,663.33 
. 2,097,235.94 

. 1,024,499.08 

$ 2,923,149.60 
1,970,685.80 
1,009,878.51 
716,460.91 

Other 

753,796.23 

$ 6,819,194.58 

$ 6.620,174.82 

Departmental  revenues,  details  annexed 

Interest  on  bank  deposits 

Rents  

.$  1,263,844.36 
126,640.71 
13,346.30 

$ 1,233,071.41 
229,892.22 
11,722.36 

Court  fines 

Contributions  from  Water  Department 

Fire  Insurance  collected  . . . 

88,475.04 
. 1,374,941.00 

247,589.90 

110,256.76 

901,410.00 

Miscellaneous,  net 

159,481.60 

166,483.47 

Total  revenues 

.$40,363,557.71 

$37,178,397.22 

EXPENDITURES 

Departmental  expenses,  details  annexed 

Bond  redemption 

Bond  interest 

Other  interest  

Pensions  and  compensation  insurance 

Judgments  and  losses 

Publicity  and  advertising 

Contributions  to  public  service  enterprises: 

Heteh  Hetchy  construction 

Municipal  Railway 

.$28,362,052.13 
. 3,059,100.00 

. 2,452,506.69 

108,003.22 
. 1,443,536.13 

135,631.64 
207,833.71 

. 2,199,252.95 

$25,483,716.14 

2,519,100.00 

2,340,169.44 

86,378.63 

1,397,963.31 

129,414.95 

180,101.23 

2,307,688.04 

111,733.00 

Additions  to  property  from  revenues 

. 2,062,197.39 

752,832.25 

Total  expenditures  

.$40,030,113.86 

$35,309,096.99 

Net  revenues  transferred  to  surplus 

.$  333,443.85 

$ 1,869,300.23 

N"ii  : Public  Service  Enterprises’  revenues  and  expenses  are  shown  on  page 
43  of  this  report. 
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DEPARTMENTAL  REVENUES— GENERAL  CITY  AND 

For  the  fiscal  year  ended.  June  30,  1935 
General  government: 


Municipal  Courts $ 66,371.16 

County  Clerk 92,096.19 

Sheriff  33,084.68 

Coroner  966.48 

Registrar  4,569.10 

City  Engineer  7,304.69 

Treasurer  11,692.92 

Department  of  Public  Works 2,442.37 

Other  4,187.57 


Protection  of  life  and  property: 


Recorder  $ 96,896.30 

Department  of  Electricity 39,616.47 

Public  Administrator 49,636.22 

Public  Pound  2,994.75 

Fire  Department 4,532.09 

Police  Department  1,964.08 

Agricultural  Commission  6,437.36 


Recreation : 

Park  Commission: 

Golf  links  $131,925.91 

Children’s  quarters  50,215.95 

Fleishhacker  Pool 57,449.15 

Beach  Chalet  -0,487.94 

Other  revenue  i 80,983.47  $330,062.42 


Recreation  Commission 34,986.58 

Auditorium 41,707.19 

War  Memorial  41,594.39 

Art  Commission • ■ 6,327.55 

De  Young  Museum  106.58 

California  Palace  of  Legion  of  Honor 397.57 


Charities,  hospitals,  and  corrections: 

Juvenile  Detention  Home $ 34,923.03 

Board  of  U.  S.  Prisoners 10,920.80 

San  Francisco  Hospital  16,280.18 

Relief  Home 6,863.00 

Supplies  sold  25,491.84 

Other  150.38 


Education : 


Schools  $111,747.29 

Library  16,598.32 


Other : 

Central  Office,  Board  of  Health $ 99,227.01 

Highways,  Department  of  Public  Works 28,502.50 

Airport  24,831.19 

General  and  miscellaneous 8,334.11 


Total  departmental  revenues 


COUNTY 


$222,715.16 


202,077.27 


455,182.28 


94,629.23 


128,345.61 


160,894.81 

$1,263,844.36 
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DEPARTMENTAL  EXPENSES— GENERAL  CITY  AND  COUNTY 

For  the  fiscal  year  ended  June  30,  1935 


General  government: 


Board  of  Supervisors $ 54,041.66 

Clerk  of  Board  of  Supervisors 54,539.00 

Mayor 44,033.41 

Chief  Administrative  Officer 20,491.96 

Controller  203,534.22 

Treasurer  48,861.01 

Assessor  232,000.55 

Tax  Collector  146,160.41 

City  Attorney 70,727.58 

District  Attorney  99,863.79 

Public  Defender 17,027.83 


Other  general  executive: 

Director  of  Finance  and  Records 5,806.65 

Department  of  Public  Works 62,488.77 

City  Engineer  173,369.11 

Civil  Service  Commission 56,771.92 

City  Planning  Commission  11,295.83 

Central  Permit  Bureau 15,896.69 

Board  of  Permit  Appeals  7,830.83 

Real  Estate  Department 15,726.25 


Judiciary: 

Municipal  Courts  215,904.59 

Superior  Courts 193,650.04 

County  Clerk  138,490.85 

Law  Library  10,343.90 

Grand  Jury 12,334.36 

Coroner  36,525.84 

Sheriff  146,798.12 

Elections  266,058.77 

Care  and  maintenance  of  buildings 337,180.92 

Rent  of  leased  buildings 10,752.00 


$ 2,708,506.86 


Protection  of  life  and  property: 

Police  Department  

Fire  Department 

Recorder  

Sealer  of  Weights  and  Measures 

Inspection  service 

Department  of  Electricity 

Public  Pound  

Public  Administrator  

Morgue  


.$3,337,619.72 
. 3,120,153.83 
88,694.74 
21,798.55 
106,949.29 
152,604.77 
17,007.15 
37,092.98 

9,623.00  6,891,644.03 
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DEPARTMENTAL  EXPENSES— GENERAL  CITY  AND 
COUNTY  (Continued) 


Recreation: 


Educational $ 282,127.38 

Parks  1,054,951.55 

Music  and  celebrations 21,615.68 

Auditorium  66,779.19 

Opera  House 41,690.62 

War  Memorial  ....  50,178.78 

Playgrounds  420,672.73 


$ 1,938,015.93 


Charities,  hospitals,  and  corrections : 


General  administration 8,795.62 

Relief  of  needy  and  unemployed 1,649,973.42 

Poor  in  institutions  (Relief  Home) 492,858.81 

Care  of  children  838,708.27 

Hospitals  1,432,241.41 

Insane  in  hospitals 160,755.00 

Relief  of  needy,  aged,  and  blind 536,190.20 

County  jails  181,901.56 

Juvenile  Detention  Home 30,800.58 

Adult  Probation  Board 25,079.78 

Juvenile  Court  64,621.54 

Burial  of  indigent  dead 12,884.00 


5,434,810.19 


Education: 


Schools  $8,415,196.41 

Libraries  339,232.05  8,754,428.46 


Conservation  of  health : 

General  administration $ 45,862.03 

Statistics 16,069.39 

Prevention  and  treatment  of  communicable 

diseases  200,328.79 

Conservation  of  child  life 205,827.59 

Food  regulation  and  inspection 68,825.08  536,912.88 


Sanitation: 

Sewers  and  sewage  disposal $ 225,619.09 

Street  cleaning  457,283.61 

Removal  of  dead  animals 10,838.84 

Inspection  service 59,673.75 


753,415.29 


Highways: 

General  administration $ 5,649.05 

Care  and  maintenance  of  highways  and  highway 

structures  380,819.21 

Other  care  of  streets,  roads,  and  alleys 9,553.97 

Street  lighting 719,731.19 


1,115,753.42 


Other: 


Purchasing  department  $ 146,456.29 

Airport 53,761.77 

Administration  of  public  trusts 28,447.01 


Total  departmental  expenses 


$28,362,052.13 
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GENERAL  CITY  AND  COUNTY  (continued) : 
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$ 41,306.12 

* 41,306.12 

17,960,335.19 
10,120.51 
3,148.42 

641.46 

$18,015,551.70 

518,015,551.70 

$ 3,276,968.87 

$ 3,276,968.87 

191.18 

680,151.33 

$ 3,957,311.38 

$ 2,268,583.93 
3,236,508.30 

$ 5,505,092.23 
$ 9,462,403.61  i 

!Hi 

$ 2,832,403.58 

2,816,384.72 

109,364.71 

1,594,736.41 

9,334.88 

! pi! 

$ 900,000.00 

546,102.50 
4,704,576.07 

$ 6,150,678.57 
17,960,335.19 

2.826.696.41 
792,664.46 

1.594.736.41 
9,976.34 

$29,335,087.38 

4, 304, 959.11 
2,570,103.40 
26,650.00 

$10,826,946.31 

$ 2,000,000.00 
5,576,167.84 
500,000.00 

$10,313,667.84 

999,413.79 

879,548.12 

$12,192,629.75 

$ 7,698,855.73 
5,406,316.56 

50,000.00 

$13,155,172.29 

$25,347,802.04 

$ 2,900,000.00 
2,783,602.50 
10,280,743.91 

500,000.00 

$16,464,346.41 

17,960,335.19 

3,826,110.20 

1,672,212.58 

1,594,736.41 

9,976.34 

$41,527,717.13 

$11,624,089.53 

9,711,275.67 

2,570,103.40 

76,650.00 

$23,982,118.60 

$65,509,835.73 

Mi! 

mil 

i ijiji. 

(s 

spunj 
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Report  upon  Examination  of  Accounts 

San  Francisco  Water 
Department 

For  the  fiscal  year  ended  June  30,  1935 
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Lybrand,  Ross  Bros.  & Montgomery 

ACCOUNTANTS  AND  AUDITORS 
2 Pine  Street 

San  Francisco,  California 

September  10,  1935. 

The  Honorable  Leonard  S.  Leavy,  Controller, 

City  and  County  of  San  Francisco,  San  Francisco,  California. 

Dear  Sir:  In  accordance  with  your  instructions,  issued  under  the  powers 
delegated  to  you  by  Ordinance  No.  9.0621,  approved  by  the  Board  of  Super- 
visors on  October  9,  1933,  we  have  examined  the  accounts  of  the 

SAN  FRANCISCO  WATER  DEPARTMENT 
for  the  fiscal  year  ended  June  30,  1935,  as  hereinafter  outlined. 

Annexed  we  submit  statements  which,  subject  to  the  comments  contained 
in  the  following  paragraphs  of  this  report,  in  our  opinion,  set  forth  the  finan- 
cial condition  of  that  department  as  at  June  30,  1935,  and  the  results  of  its 
operations  for  the  fiscal  year  then  ended. 

Scope  of  Examination: 

In  accordance  with  the  terms  of  our  engagement,  we  verified  all  of  the 
assets  set  forth  in  the  accompanying  balance  sheet,  and  have  included  therein 
all  ascertained  liabilities. 

Cash  on  deposit  with  the  treasurer  was  verified  by  the  controller,  in 
accordance  with  Section  66  of  the  charter.  We,  therefore,  restricted  our 
work  in  that  connection  to  a review  of  the  working  papers  prepared  by  the 
controller’s  audit  staff. 

We  made  a general  review  and  test  checks  of  the  income  account  for  the 
year,  and  compared  the  revenues  and  expenses  with  those  of  the  preceding 
year.  We  investigated  and  obtained  satisfactory  explanations  for  all  sub- 
stantial fluctuations. 

Our.  verification  of  the  property  accounts  was  limited,  generally,  to  a re- 
view of  the  recorded  additions  and  retirements  for  the  year.  In  this  con- 
nection, however,  we  reviewed  the  entries  which  were  made  to  record  the 
properties  acquired  from  the  Spring  Valley  Water  Company  as  at  March  3, 
1930,  and  also  reviewed  the  records  of  the  engineering  department  of  that 
company  from  March  1,  1920,  to  March  3,  1930.  On  the  basis  of  our  findings, 
we  corrected  the  fixed  capital  values  as  hereinafter  set  forth. 

The  expert  to  the  Grand  Jury  participated  in  the  foregoing  examinations. 
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Income  Account: 

A condensed  summary  of  operations  for  the  fiscal  year  ended  June  30,  1935, 
comparative  with  those  of  the  preceding  fiscal  year,  follows: 


Fiscal  Years  Ended  June  30 
1935  1934 

Sales  of  water $6,614,625.65*  $6,854,289.53* 

Operating  expenses  2,924,320.92*  2,903,292.48* 

Profit  from  operations $3,690,304.73  $3,950,997.05 

Nonoperating  revenues: 

Rentals,  including  crop  shares $ 51,200.72  $ 54,082.42 

Interest  earned  49,093.99  46,760.77 

Walnut  sales  18,078.86  23,363.83 

Miscellaneous  4,991.22  

$ 123,364.79  $ 124,207.02 


Nonoperating  expenses: 

Bond  interest,  1928  issue $1,620,000.00  $1,665,000.00 

Bond  interest,  1933  issue 5,421.12  

Interest  paid  to  Hetch  Hetchy  project  account 

investment  in  Newark-San  Lorenzo  pipe  line  47,025.00  47,025.00 

Agricultural  division 18,807.13  19,987.75 

Walnut  orchard  14,274.89  15,909.39 

Miscellaneous  1,240.43  1,244.05 


$1,706,768.57 

$1,749,166.19 

.$2,106,900.95 

;e 

$2,326,037.88 

.$  320,000.00 

$ 350,000.00 

* In  lieu  of  city  and  county  taxes  (which  are  not  assessed  and 
aerating  expenses  have  been  charged  with  amounts  equal  to  the  i 
e to  municipal  departments  as  follows : 

Fiscal  year  1934-1935  $376,649.45 

Fiscal  year  1933-1934  358,490.28 


In  accordance  with  a resolution  of  the  Board  of  Supervisors  adopted 
November  26,  1934,  water  rates  were  reduced  approximately  ten  per  cent, 
effective  December  1,  1934.  This  reduction,  based  upon  the  sales  from  that 
date  to  June  30,  1935,  amounted  to  about  $362,000.  By  reason  of  this  rate 
reduction,  the  sales  for  the  fiscal  year  1934-35  were  $239,663.88  less  than  for 
the  preceding  year,  whereas,  without  this  reduction,  the  increased  volume 
of  business  would  have  resulted  in  an  increase  of  approximately  $122,000  in 
sales. 

The  total  operating  expenses  for  the  two  years  were  approximately  equal 
and  there  were  no  unusual  fluctuations  in  the  component  items.  Statements 
setting  forth  detailed  comparisons  are  shown  on  pages  74  and  75  of  this  report. 

We  inspected  the  agreements  covering  Water  Department  properties  leased 
to  others  and  compared  them  with  the  lease  register.  Under  the  terms  of  the 
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annual  depreciation  for  each  utility.  These  appraisals  have  not  yet  been 
made. 

It  is  generally  recognized  that  an  allowance  for  depreciation  must  provide 
for  inadequacy  and  obsolescence  (functional  depreciation)  as  well  as  physical 
deterioration. 

These  factors  are  well  demonstrated  in  the  recent  replacements  of  pipe 
lines  and  discontinuance  of  pumping  stations,  pipe  lines,  wells,  etc.,  some 
of  which  have  been  removed,  but  most  of  which  were  “abandoned  in  place”. 
The  book  value  of  a few  of  the  units  which  were  recently  discontinued,  or 
will  soon  be  discontinued,  aggregates  $2,070,037.  In  addition  to  the  fore- 
going, a number  of  other  properties  will  also  probably  be  discontinued  in 
the  near  future,  such  as  the  three-mile  portion  of  the  Alameda  pipe  line 
between  Newark  and  Centerville,  approximate  cost  $150,000. 

In  the  operation  of  a large  system  such  as  that  of  the  San  Francisco  Water 
Department  there  is  a constant  replacement  of  inadequate  and  obsolete 
facilities  and  these  factors  must  be  considered  in  providing  for  depreciation. 

In  this  connection,  we  call  attention  to  the  fact  that  the  Railroad  Com- 
mission of  the  State  of  California,  in  its  valuation  report  of  March  1,  1920, 
appraised  the  condition  of  the  physical  structures  at  66  per  cent. 

In  view  of  all  of  the  foregoing  conditions,  we  have  increased  the  provi- 
sion for  depreciation  for  the  period  from  March  1,  1920,  to  June  30,  1935, 
by  $5,232,916.67  to  agree  with  the  amount  shown  by  the  records  of  the  engi- 
neering department,  as  set  forth  in  the  comparison  on  page  76,  previously 
referred  to. 


Cash: 

A summary  of  the  cash  follows: 

On  deposit  with  treasurer: 

Revenue  Fund  $ 446,890.11 

Special  Deposit  Trust  Fund 46,944.98 

Land  Purchase  Fund 53,628.36 

Extension  Reserve  Fund  • 261,941.54 

Depreciation  Fund  330,620.41 

Bond  Redemption — 1928  issue  1,002,000.00 

Bond  Interest — 1928  issue  830,182.50 

Bond  Interest — 1933  issue  76,078.81 

Bond  Fund — 1933  issue 3,249,198.14 


$6,297,484.85 


Other  cash: 

Revolving  Fund  

Undeposited  cash  on  hand 
Cash  in  banks  


,$  30,000.00 


14,009.19 


15,427.03 


59,436.22 


$6,356,921.07 


ceipt,  custody,  and  deposit  of  public  funds. 
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The  other  cash  was  verified  by  count,  by  communication  with  the  deposi- 
taries, and/or  by  reference  to  the  records  of  the  treasurer  subsequent  to 
June  30,  1935, 


Accounts  Receivable: 


A summary  of  the  accounts  receivable  follows: 


Consumers  $ 545,243.29 

Less,  provision  for  losses 85,616.94 


Federal  grants  receivable 


$ 459,626.35 
952,628.85 


Other: 


Interest  receivable  $ 34,178.55 

Rents  7,112.52 

Miscellaneous  6,459.81 


47,750.88 

$1,460,006.08 


We  reviewed  the  consumers’  accounts  and  discussed  their  collectibility 
with  the  supervisor  of  customers’  accounts,  and  are  of  the  opinion  that  the 
provision  of  $85,616.94  for  losses  is  adequate. 

Federal  grants  receivable  consist  of  amounts  receivable  from  the  United 
States  Government  in  connection  with  expenditures  made  for  P.W.A. 
projects,  for  which  a bond  issue  of  $12,095,000  was  voted  at  an  election  held 
November  7,  1933.  The  United  States  Government  has  agreed  to  reimburse 
the  City  and  County  of  San  Francisco  for  30  per  cent  of  the  cost  of  labor 
and  materials  employed  on  these  projects. 


Deferred  Charges: 


A summary  of  the  deferred  charges  follows: 


Materials  and  supplies: 


Water  Distribution  Bond  Fund $ 301,238.79 

Revenue  Fund 199,008.37 

Extension  Reserve  Fund  9,972.02 

Revenue  Fund  expenditures  unbilled: 

For  Water  Distribution  Bond  F’und $ 106,553.41 

For  Extension  Reserve  Fund 7,133.57 

For  General  Fund  6,928.61 

For  other  funds  1,729.80 


Other  deferred  charges: 

Bond  expense  unamortized  $ 14,490.74 

Goods  and  services  receivable 154,885.56 

Machine  shop  jobs 5,957.16 

Walnut  orchard  expenses,  1935  crop 4,826.66 

Miscellaneous,  net  1,514.60 


$ 510,219.18 


122,345.39 


181,674.72 


$ 814,239.29 


Physical  inventories  of  materials  and  supplies  were  not  taken  as  at  June 
30,  1936.  The  above  amounts  are  those  shown  by  the  books. 

Revenue  Fund  expenditures  unbilled  represent  advances  from  revenue 
funds  in  connection  with  P.W.A.  projects  and  other  jobs,  which  will  be  billed 
and  reimbursed  from  bond  funds  when  the  work  is  completed. 
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lease  of  Harding  Park  to  the  Park  Commission,  acquired  from  the  Spring 
Valley  Water  Company,  the  rental  due  the  Water  Department  for  the  fiscal 
year  ended  June  30,  1935,  amounted  to  $13,000.00,  hut  such  payment  was  not 
provided  for  in  the  annual  appropriation  ordinance  and,  therefore  is  not 
included  in  the  foregoing  income  account.  This  rental,  for  the  period  from 
March  3,  1930,  date  of  purchase  of  Spring  Valley  Water  Company  properties, 
to  June  30,  1935,  amounted  to  $55,000.00,  none  of  which  has  been  collected. 
This  account  is  not  reflected  in  the  accompanying  balance  sheet. 

Walnut  sales  showed  a decrease  of  some  $5,000  due  to  adverse  weather 
conditions,  which  caused  a loss  of  about  15  per  cent  of  the  crop. 

The  reduction  of  $45,000.00  in  bond  interest  of  the  1928  issue  resulted  from 
the  retirement  of  $1,000,000  par  value  bonds  on  July  1,  1934. 

Interest  on  the  1933  water  distribution  bonds  for  the  fiscal  year  1934-35 
amounted  to  $163,239.99.  Of  this  amount  $157,818.87  has  been  capitalized 
as  interest  during  construction,  while  the  remainder  of  $5,421.12  has  been 
charged  to  expense,  representing  the  portion  applicable  to  the  cost  of  com- 
pleted jobs. 


BALANCE  SHEET  COMMENTS 


The  following  comments  refer  to  various  assets  and  liabilities  which  appear 
in  the  accompanying  balance  sheet  and  further  indicate  the  scope  of  our 
examination: 


Fixed  Capital: 

We  examined  the  supporting  documents  covering  the  principal  additions 
to  the  fixed  capital  accounts  for  the  fiscal  year  ended  June  30,  1935,  and 
determined  that  they  represented  proper  capital  charges.  The  retirements 
had  not  in  all  cases  been  correctly  recorded  and  it  was  necessary  for  us  to 
make  several  correcting  entries. 


We  ascertained  that  the  properties  purchased  from  the  Spring  Valley  Water 
Company  on  March  3,  1930,  had  been  recorded  on  the  books  of  the  Water 
Department  at  the  net  purchase  price  of  $42,902,614.35,  without  showing  the 
allowance  for  depreciation  as  a separate  account. 

It  appears  that  the  Railroad  Commission  of  the  State  of  California  fixed 
a valuation  of  $37,000,000  as  at  March  1,  1920,  as  a basis  for  the  option  price. 
The  starting  point  in  this  valuation  was  an  inventory  of  the  physical  prop- 
erties and  structures  of  the  Spring  Valley  Water  Company  as  at  December 
31,  1913,  prepared  jointly  by  representatives  of  the  water  company  and  the 
City  and  County  of  San  Francisco.  This  inventory  was  brought  up  to 
March  1,  1920,  by  adding  the  additions  and  betterments  and  deducting  the 
retirements,  and  then  revalued  on  the  basis  of  1920  price  levels.  A summary 
of  the  March  1,  1920,  valuation  follows: 


Physical  structures  $31,670,454 

Lands  8,214,942 

Calaveras  Dam  2,000,000 

Water  and  riparian  rights 1,600,000 

Going-concern  value  1,400,000 

Reservoirs  3,420,000 


66% 

100 

100 

100 

100 

100 


$20,906,295 

8,214,942 

2,000,000 

1,600,000 

1.400.000 

3.420.000 


$48,305,396 


$37,541,237 


Valuation  fixed  at  $37,000,000. 
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The  purchase  price  as  at  March  3,  1930,  was  determined  on  the  basis  of 
the  March  1,  1920,  valuation  of  $37,000,000,  plus  additions,  less  depreciation 
and  other  credits  to  March  3,  1930,  resulting  in  the  net  cost  of  $42,902,614.35, 
which  was  recorded  in  the  fixed  capital  account,  as  hereinbefore  stated,  with- 
out showing  the  depreciation  allowance  separately. 

When  properties  of  a public  utility  character  are  acquired  it  is  essential 
that  their  original  costs  and  allowances  for  depreciation  be  recorded  sep- 
arately on  the  books  of  the  purchaser;  otherwise  the  identities  of  these  values 
are  lost  and  confusion  results. 

We  have  therefore  given  effect  in  the  accompanying  balance  sheet  to  the 
following  corrections  of  fixed  capital  in  service: 


Balance,  June  30,  1935,  per  books $46,014,737.06 

Add: 

Provision  for  depreciation  as  at  March  1,  1920,  based  on  the 
valuation  report  of  Railroad  Commission  and  the  records  of 

the  engineering  department 11,660,469.00 

Provision  for  depreciation  from  March  1,  1920,  to  March  3, 

1930,  which  had  been  deducted  from  the  asset  account 2,552,083.33 

Crystal  Springs  Country  Club  property 25,176.88 

$60,252,466.27 

Deduct,  correction  of  entries  recording  retirements  from  March 
1,  1920,  to  June  30,  1935 1,509,196.36 

Balance,  per  accompanying  balance  sheet $58,743,269.91 


In  correcting  the  retirement  entries  we  have  charged  the  entire  cost  of 
the  asset  retired  to  the  depreciation  allowance,  since  it  would  not  be  prac- 
ticable to  attempt  to  determine  the  exact  amount  of  depreciation  accrued  at 
the  time  of  retirement. 

It  will  be  noted  that  we  have  transferred  to  fixed  capital  a balance  of 
$25,176.88  due  from  the  Crystal  Springs  Country  Club.  On  April  1,  1933, 
an  escrow  deed  was  executed,  transferring  to  the  City  and  County  of  San 
Francisco  all  properties  of  the  club,  including  buildings,  fixtures,  and 
equipment.  The  Public  Utilities  Commission  adopted  a resolution  on  July  22, 
1935,  permitting  the  club  to  occupy  the  premises  free  of  rental  until  such 
time  as  a new  tenant  is  secured. 

Our  examination  disclosed  that  the  provision  for  depreciation  recorded 
on  the  books  since  March  1,  1920  (date  of  Railroad  Commission’s  valuation), 
was  considerably  lower  than  the  amount  shown  by  the  statistical  records 
maintained  by  the  engineering  department  of  the  Water  Department.  The 
amount  of  depreciation  shown  by  these  records  is  based  generally  upon  the 
1920  price  level  valuations  (plus  subsequent  additions  at  cost)  and  the  esti- 
mated years  of  useful  life  of  the  various  classes  of  property,  both  as  deter- 
mined by  the  Railroad  Commission.  A comparison  of  the  amounts  recorded 
on  the  books  and  the  amounts  shown  by  the  records  of  the  engineering 
department  appears  on  page  76.  A schedule  of  the  estimated  years  of  useful 
life  of  the  principal  divisions  of  water  properties  used  by  the  engineering 
department  in  computing  depreciation,  comparative  with  those  shown  by 
various  authorities,  will  be  found  on  page  77. 

Section  128  of  the  charter  provides  that  the  Public  Utilities  Commission 
shall  have  an  appraisal  made  of  the  properties  of  the  various  utilities  at 
least  every  five  years,  in  order  to  determine  the  amount  of  the  reasonable 
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The  item  of  $154,885.56  for  goods  and  services  receivable  is  contra  to  vari- 
ous contractual  liabilities  such  as  purchase  orders,  service  orders,  and  mis- 
cellaneous encumbrances. 


Bonded  Debt: 


We  verified  the  changes  in  bonded  debt  for  the  fiscal  year  ended  June  30, 
1935,  as  below  summarized: 


Outstanding 

June  30,  1934  Sold 

July  1,  1928  issue $37,001,000 

Dec.  1,  1933  issue 1,324,000  $5,329,000 


Outstanding 
Redeemed  June  30,  1935 

$ 999,000  $36,002,000 

709,000  5,944,000 


$38,325,000  $5,329,000 


$1,708,000  $41,946,000 


The  1933  bonds  were  sold  on  the  following  bases: 


Date  of  Sale  Purchaser  Par  Value 

Aug.  18,  1934  United  States  Government $2,659,000 

Jan.  16,  1935  Bankamerica  Company  670,000 

Apr.  2,  1935  The  Anglo  California  National  Bank  of 

San  Francisco  2,000,000 


2.89 


$5,329,000 


These  sales  were  in  accordance  with  resolutions  of  the  Board  of  Super- 
visors. 

Authorized  bonds  unissued  (1933  issue)  as  at  June  30,  1935,  amounted  to 
$5,442,000. 


Bond  Interest  Payable: 


The  details  of  this  liability  are  shown  in  the  following  summary: 


Total 

Due  July  1,  1935 $810,000.00 

Matured  coupons  not  presented  for 

payment  91,662.50 

Accrued,  not  due 19,813.34 


1928  Issue 
$810,000.00 

20,182.50 


1933  Issue 


$ 71,480.00 
19,813.34 


$921,475.84  $830,182.50  $ 91,293.34 


The  foregoing  is  in  agreement  with  the  records  of  the  controller. 


Accounts  Payable: 

A summary  follows: 

Contracts,  purchase  orders,  etc.: 

Contracts  

Purchase  orders  

Service  orders  

Consumers’  deposits  

Other  accounts  payable  


.$1,891,317.49 

152,830.24 

37,274.28 

43,286.11 

29,629.40 


$2,154,337.52 

58,594.31 


Warrants  outstanding 


$2,212,931.83 
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These  liabilities  were  verified  by  reference  to  the  supporting  documents 
and  by  comparison  with  the  records  of  the  controller. 

Deferred  Credits: 

A summary  follows: 


Bond  premium  unamortized $ 226,597.60 

Compensation  insurance  reserve 15,000.00 

Rental  billed  in  advance 6,190.45 


$ 247,788.05 


Bond  premium  unamortized  represents  premium  received  from  water  dis- 
tribution bonds  (1933)  which  were  sold  to  provide  funds  for  various  P.W.A. 
projects.  When  this  work  has  been  completed,  fixed  capital  will  be  credited 
with  the  proportion  applicable  to  the  period  of  construction,  and  the  re- 
mainder will  be  transferred  to  surplus. 

Our  investigation  indicates  that  the  balance  of  $15,000.00  in  the  compen- 
sation insurance  reserve  is  adequate. 


Tax  Refund  Suit: 

Among  the  properties  purchased  from  Spring  Valley  Water  Company  were 
37,500  acres  of  land  with  improvements  thereon  situated  in  Alameda  County, 
which  are  used  by  the  City  and  County  of  San  Francisco  as  part  of  its  water 
supply  and  distribution  system.  On  these  properties  and  improvements  San 
Francisco  was  regularly  assessed  by  Alameda  County  and  paid  taxes  thereon 
for  the  fiscal  year  1930-31  and  thereafter. 

The  assets  purchased  from  Spring  Valley  Water  Company  also  included 
the  right  to  divert  water  from  Alameda  Creek  and  its  tributary  branches. 
Since  the  purchase  of  the  Spring  Valley  Water  Company  properties,  Alameda 
County  has  levied  and  collected  from  San  Francisco  taxes  in  the  amount  of 
$189,907.78  on  these  water  rights  as  follows: 


Fiscal  year  1930-31 $ 47,898.98 

Fiscal  year  1931-32 43,465.45 

Fiscal  year  1932-33 42,858.80 

Fiscal  year  1933-34 29,061.30 

Fiscal  year  1934-35 26,623.25 


$189,907.78 


These  taxes  were  paid  under  protest  to  the  Tax  Collector  of  Alameda 
County,  which  protest  was  not  acted  upon.  Suit  was  then  filed  in  the 
Superior  Court,  which  decided  against  the  City  and  County  of  San  Francisco. 
The  case  has  been  appealed  to  the  Supreme  Court  of  the  State  of  California. 
It  is  the  contention  of  San  Francisco  that  taxation  of  municipally  owned 
property  is  limited  to  lands  and  improvements  thereon,  and  that  the  Assessor 
of  Alameda  County  exceeded  his  authority  when  he  sought  to  impose  a tax 
on  water  rights. 

The  foregoing  information  with  reference  to  this  tax  refund  suit  was 
obtained  from  the  city  attorney. 


General : 

Section  122  of  the  charter  provides  that  the  Hetcli  Hetchy  project,  when 
completed,  shall  be  merged  with  the  Water  Department.  We  discussed  this 
matter  with  the  city  attorney  and  he  stated  that,  in  his  opinion,  the  Hetch 
Hetchy  project  had  not  been  completed  as  at  June  30,  1935,  within  the  mean- 


( 68  ) 


ing  of  this  charter  provision.  He  stated  that  his  opinion  was  based,  in  part, 
upon  the  fact  that  a contract  had  hut  recently  been  let  for  the  extension  of 
the  Hetch  Hetchy  Dam,  but  principally  upon  the  fact  that  this  project  is 
now  delivering  only  50  million  gallons  per  day,  whereas  it  is  estimated  to 
deliver  some  400  million  gallons  per  day  when  developed  to  capacity. 

We  also  inquired  of  the  city  attorney  regarding  contingent  liabilities  of 
the  San  Francisco  Water  Department  by  reason  of  unsettled  lawsuits,  and 
he  stated  that  the  amount  so  involved  was  inconsequential. 

We  wish  to  express  our  appreciation  to  the  members  of  the  Water  Depart- 
ment accounting  staff  for  their  courtesy  and  cooperation. 

Very  truly  yours, 

LYBRAND,  ROSS  BROS.  & MONTGOMERY. 


(Wherever  italics  appear  in  this  Report,  they  indicate  red  figures.) 
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SAN  FRANCISCO  WATER  DEPARTMENT 
BALANCE  SHEET 
June  30,  1935 

ASSETS 


Fixed  capital: 

Properties  in  service $58,743,269.91 

Less,  provision  for  depreciation 18,140,117.09 


$40,603,152.82 

Uncompleted  construction  6,102,209.06 


$46,705,361.88 

Cash: 

On  deposit  with  treasurer $ 6,297,484.85 

Revolving  fund  30,000.00 

Other  cash  29,436.22 


6,356,921.07 

Accounts  receivable: 

Consumers’  accounts  $ 545,243.29 

Less,  allowance  for  losses 85,616.94 


$ 459,626.35 


Federal  grants  receivable 952,628.85 

Other  accounts  receivable 47,750.88 


Interfund  accounts: 

Other  city  departments $ 100,189.83 

Intrafund,  contra  105,410.01 


1,460,006.08 


Deferred  charges: 

Materials  and  supplies $ 510,219.18 

Revenue  fund  expenditures  unbilled 122,345.39 

Other  deferred  charges 181,674.72 


814,239.29 


$55,542,128.16 


SAN  FRANCISCO  WATER  DEPARTMENT 
BALANCE  SHEET  (Continued) 

June  30,  1935 

LIABILITIES 


Bonded  debt: 

Due  July  1,  1935 $ 1,000,000.00 

Due  December  1,  1935,  to  July  1,  1970 40,944.000.00 

Matured  bonds  not  presented  for  payment 2,000.00 


Bond  interest: 


$41,946,000.00 


Due  July  1,  1935 $ 810,000.00 

Due  December  1,  1935  (accrued  portion) 19,813.34 

Matured  coupons  not  presented  for  payment..  91,662.50 


Accounts  payable: 

Contracts,  purchase  orders,  etc $ 2,154,337.52 

Warrants  outstanding  58,594.31 


921,475.84 


2,212,931.83 

Interfund  accounts: 

Other  city  departments $ 572,874.03 

Intrafund,  contra  105,410.01 


678,284.04 

Deferred  credits: 

Bond  premium  unamortized.... 

Compensation  insurance  reserve 
Rents  billed  in  advance 


247,788.05 


.$  226,597.60 

15,000.00 
6,190.45 


Total  liabilities  and  deferred  credits $46,006,479.76 

SURPLUS 


Detailed  statement  annexed 


9,535,648.40 
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SURPLUS  ACCOUNT 
For  the  fiscal  year  ended  June  30,  1935 

Balance,  June  30,  1934,  as  per  audit  report 

Prior  period  adjustments: 

Deduct: 

Additional  allowance  for  depreciation  of  fixed 
capital  investment  from  March  1,  1920,  to 

June  30,  1934 $4,678,916.67 

Additional  allowance  for  uncollectible  ac- 
counts   75,000.00 

Lands  transferred: 

To  City  and  County  of  San  Francisco  for 

streets  and  boulevards 137,811.07 

To  Joint  Highway  Commission  for  widen- 
ing of  Junipero  Serra  Boulevard  in  San 
Mateo  County  5,310.00 


$4,897,037.74 

Add: 

Reduction  of  compensation  insur- 
ance reserve  $41,605.31 

Transportation  department  profit 

of  prior  years 17,155.97 

Labor  donated  by  Federal  Govern- 
ment for  construction  of  roof 
for  Crystal  Springs  aqueduct...  20,091.00 


78,852.28 


Net  reduction  of  surplus 

Surplus,  June  30,  1934,  as  adjusted 

Add: 

Net  profit  for  the  fiscal  year  ended  June  30,  1935, 

details  annexed  2,106,900.95 

Grants  earned  on  Federal  public  works  projects  1,056,836.85 
Salvage  value  of  Newark-San  Lorenzo  pipe  line 
transferred  from  Hetch  Hetchy  Water  Supply 
project  323,723.34 


$3,487,461.14 

Deduct: 

Contributions  to  General  Fund: 

Budgeted  for  fiscal  year  1934-35.$  707,638.00 
Special  appropriation  of  April 
22,  1935,  of  which  $401,196.00 
was  unpaid  as  at  June  30, 

1935  751,601.00 


$1,459,239.00 

Less,  contribution  from  General 
Fund  to  1933  Water  Distri- 
bution Bond  Fund 84,298.00 


1,374,941.00 


Net  addition  to  surplus, 
Surplus,  June  30,  1935 . , 


,$12,241,313.72 


$ 4,818,185.46 
$ 7,423,128.26 


2,112,520.14 
$ 9,535,648.40 
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SURPLUS  ACCOUNT 
From  March  3,  1930,  to  June  30,  1935 
Initial  surplus,  March  3,  1930: 

Excess  earnings  of  Spring  Valley  Water  Com- 
pany from  1922  to  1930,  applied  as  a reduc- 
tion of  the  purchase  price,  in  accordance  with 
order  of  Railroad  Commission  of  the  State  of 

California  

Valuation  placed  upon  Municipal  Water  Works. 


Less,  additional  allowance  for  depreciation  from 
March  1,  1920,  to  March  3,  1930 


Additions: 

Net  profit;  from  March  3,  1930,  to  June  30,  1935.$  9,710,733.71 
Grants  earned  on  Federal  public  works  projects.  1,056,836.85 
Salvage  value  of  Newark-San  Lorenzo  pipe  line 
transferred  from  Hetch  Hetchy  Water  Supply 

project  323,723.34 

Labor  donated  by  Federal  Government  for  con- 
struction of  roof  for  Crystal  Springs  aqueduct  20,091.00 


Total  additions  $11,111,384.90 

Deductions : 

Contributions  to  General  Fund.  .$3,357,351.00 
Lands  contributed  to  City  and 
County  of  San  Francisco  and 
to  Joint  Highway  Commission 
for  streets  and  boulevards 143,121.07 


Total  deductions  3,500,472.07 


Net  addition  to  surplus. 
Surplus,  June  30,  1935.. 


$4,152,652.24 

100,000.00 

$4,252,652.24 

2,327,916.67 

$1,924,735.57 


7,610,912.83 

$9,535,648.40 
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COMPARATIVE  INCOME  ACCOUNT 
For  the  years  ended  June  30,  1935  and  1934 


Sales  of  water: 


r Ended  June  30 


San  Francisco  $5,898,835.1 

Outside  San  Francisco 278,157.30 

Municipal  departments — actual  

Municipal  departments — comparison*  376,649.45 


Operating  expenses: 

Source  of  water  supply  (1) $ 570,841.! 

Pumping  (1)  290,784.96 

Purification  (1)  

Transmission  and  distribution  (1) 241,990.21 

Commercial  division  (1) 312,307.44 

Administrative  and  general  (1) 431,974  ‘ 

Uncollectible  water  bills 

Provision  for  depreciation 635,000.00 

Municipal  taxes — comparison*  376,649.45 


Non-Operating  revenues: 

Rentals,  including  crop  shares $ 

Interest  earned  

Walnut  sales  

Miscellaneous  


Non-Operating  expenses: 

Bond  interest — 1928  issue $1,620,000.00 

Bond  interest — 1933  issue 

Interest  paid  to  Hetch  Hetchy  project  account 
investment  in  Newark-San  Lorenzo  pipe  line.. 

Agricultural  division  

Walnut  orchard  

Miscellaneous  


Net  profit  transferred  to  surplus. 


1935 

.$5,898,835.08 

278,157.30 

60,983.82 

376,649.45 

1934 

$6,122,781.67 

281,330.80 

91,686.78 

358,490.28 

$6,614,625.65 

$6,854,289.53 

.$  570,841.90 
290,784.96 
34,929.88 
. 241,990.21 

312.307.44 
. 431,974.09 

29,842.99 
. 635,000.00 

376.649.45 

$ 601,388.98 

292.991.27 
29,024.90 

253,038.02 

310,654.10 

407,687.64 

25,017.29 

625,000.00 

358.490.28 

$2,924,320.92 

$2,903,292.48 

.$3,690,304.73 

$3,950,997.05 

.$  51,200.72 

49,093.99 
18,078.86 
4,991.22 

$ 54,082.42 

46,760.77 
23,363.83 

$ 123,364.79 

$ 124,207.02 

.$1,620,000.00 

5,421.12 

$1,665,000.00 

47,025.00 

18,807.13 

14,274.89 

1,240.43 

47,025.00 

19,987.75 

15,909.39 

1,244.05 

$1,706,768.57 

$1,749,166.19 

.$2,106,900.95 

$2,326,037.88 

.$  320,000.00 

$ 360,000.00 

orating  expenses  have  bet 
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SOURCE  OF  WATER  SUPPLY  EXPENSE 
For  the  years  ended  June  30,  1935  and  1934 


Year  Ended  June  30 
1935  1934 

Superintendence  $ 23,319.01  $ 24,206  23 

Operating  labor 48,453.69  22,935.88 

Operating  supplies  and  expense 60,892.82  54,275.62 

Repairs  to  buildings  and  fixtures 23,122.46  18, 479.44 

Repairs  to  surface  facilities 14,637.59  3L78L99 

Repairs  to  ground  facilities 63.65  629.47 

East  Bay  stand-by  charge 48,750.00 

Repairs  to  miscellaneous  equipment 352.68  330.35 

Bay  crossing  pipe  line  rental 400,000.00  400,000.00 


$570,841.90  $601,388.98 


PUMPING  EXPENSE 
For  the  years  ended  June  30,  1935  and  1934 


Year  Ended  June  30 
1935  1934 

Labor,  pumping  $ 85,566.16  $100,959.64 

Labor,  miscellaneous  1,683.71  1,561,18 

Fuel  for  steam 31,005.22  37,234.49 

Power  purchased  156,110.94  137,634.73 

Lubricants  774.94  648.37 

Miscellaneous  supplies  and  expense 3,040.46  3,143.04 

Repairs  to  primary  pumping  equipment 5,653.31  5,157.96 

Repairs  to  boilers  and  equipment 69.06  151.28 

Repairs  to  miscellaneous  equipment 1,368.29  1,276.50 

Other  repairs  and  gardening 5,512.87  5,224.08 


$290,784.96  $292,991.27 


PURIFICATION  EXPENSE 
For  the  years  ended  June  30,  1935  and  1934 


Superintendence  

Labor  

Supplies  and  expense 

Repairs  to  plants  and  structure 


Year  Ended  June  30 
1935  1934 

.$  3,110.97  $ 1,271.20 

. 11,387.23  12,104.67 

. 17,496.85  13,219.69 

. 2,934.83  2,429.34 


$34,929.88 


$29,024.90 
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TRANSMISSION  AND  DISTRIBUTION  EXPENSE 
For  the  years  ended  June  30,  1935  and  1934 


Year  Ended  June  30 
1935  1934 

Superintendence  $ 26,089.43  $ 29,578.25 

Patrolling  storage  facilities 9,657.86  8,695.00 

Meters  and  fittings  department 47,553.12  48,618.35 

Street  department  13,529.93  13,047.04 

Customers’  premises  expense 17,370.49  18,105.99 

Miscellaneous  supplies  and  expense 9,515.53  11,135.92 

Repairs  to  transmission  mains  and  canals 23,094.05  16,381.10 

Repairs  to  reservoirs,  tanks,  and  stand  pipes 3,725.55  1,618.23 

Repairs  to  distribution  mains  and  canals 34,750.09  29,639.32 

Repairs  to  service 50,242.47  71,059.28 

Repairs  to  distribution  buildings 5,269.45  4,737.18 

Repairs  to  miscellaneous  distribution  equipment 1,192.24  422.36 


$241,990.21  $253,038.02 


COMMERCIAL  EXPENSE 
For  the  years  ended  June  30,  1935  and  1934 


Collections  

Reading  meters 

Bookkeeping  department 

General  

Inspection  and  service . . . 
Shipping  


Year  Ended  June  30 
1935  1934 

$102,551.72  $102,923.86 

32,909.68  30,621.99 

92,647.66  99,928.37 

28,762.21  27,038.15 

41,771.83  36,897.82 

13,664.34  13,243.91 


$312,307.44  $310,654.10 


ADMINISTRATIVE  AND  GENERAL  EXPENSES 


For  the  years  ended  June  30,  1935  and  1934 


Salaries  of  general  officers 

Salaries  of  general  office  clerks 

Miscellaneous  supplies  and  expense. 

Injuries  and  damages 

Relief  department  expense 

Mason  Street  building  expense 

Telephone  operation  

Guest  cottages  and  rest  room 

General  engineering  

Hydrography  

Purchasing  and  miscellaneous 

Miscellaneous  

Compensation  insurance  

Other  insurance  

Repairs,  Mason  Street  building 

Repairs,  telephone  system 

Advisory  and  consulting  expense... 
Public  Utility  Commission  expense. 
Property  taxes  


Year  Ended  June  30 
1935  1934 


.$  16,468.03 

$ 15,088.02 

. 32,148.76 

29,146.75 

5,982.46 

5,457.60 

5,617.11 

2,356.02 

. 42,725.24 

43,904.72 

. 20,371.00 

20,169.48 

. 13,350.77 

12,900.97 

1,309.23 

1,404.23 

. 24,248.41 

13,511.37 

2,916.84 

2,926.31 

1,534.50 

1,130.80 

1,580.60 

. 12,839.46 

13,432.32 

6,505.14 

5,943.74 

266.62 

2,269.57 

4,967.99 

5,111.01 

1,871.02 

6,324.15 

. 37,977.00 

25,396.00 

. 201,278.31 

200,250.28 

$431,974.09  $407,687.64 
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PROVISION  FOR  DEPRECIATION  OF  FIXED  CAPITAL 
INVESTMENT 

From  March  1,  1920,  to  June  30,  1935 


Com, 


1920  (10  months).. 


1930  (2  months) . 


March  3,  1930,  to  June  30,  1935: 
Fiscal  years: 

1929- 30  (4  months) 

1930- 31  

1931- 32  

1932- 33  

1933- 34  

1934- 35  


$ 360,000.00 

.$  100,000.00 

420,000.00 

. 300,000.00 

430,000.00 

. 300,000.00 

460,000.00 

. 300,000.00 

480,000.00 

. 300,000.00 

500,000.00 

. 300,000.00 

515,000.00 

. 300,000.00 

530,000.00 

. 300,000.00 

540,000.00 

. 300,000.00 

550,000.00 

52,083.33 

95,000.00 

$2,552,083.33 

$4,880,000.00 

$ 190,000.00 

60,000.00 

575,000.00 

60,000.00 

605,000.00 

60,000.00 

625,000.00 

69,000.00 

625,000.00 

81,000.00 

635,000.00 

$ 350,000.00 

$3,255,000.00 

;.  $2, 902, 083.33 

$8,135,000.00 

RECAPITULATION 


Engineering  department’s  computations $8,135,000.00 

Recorded  on  books 2,902,083.33 

Audit  correction $5,232,916.67 
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COMPARISONS  OF  ESTIMATED  YEARS  OF  USEFUL  LIFE 
OF  PRINCIPAL  DIVISIONS  OF  WATER  PROPERTIES 


Dams  Permanei 

Reservoirs  100 

Pipe,  cast  iron,  large  100 

Pipe,  cast  iron,  small  60-75 

Pipe,  wrought  iron,  large 60 

Pipe,  wrought  iron,  small  30-40 

Tunnels 100 

Flumes,  brick  or  concrete 100 

Culverts,  concrete  100 

Engines  and  boilers  40-50 

Pumps  and  motors  30-45 

Tanks,  steel  55-65 

Buildings,  brick  and  steel 40 

Buildings,  wooden  15-55 

Office  Equipment  10 

Wells  30-60 

Standpipes  25-60 


Authorities)  AuYhoriHes) 


10-40 

15-40 


Report  on  Examination  of  Accounts 

Hetch  Hetchy  Water  Supply 
and  Power  Project 

For  the  fiscal  year  ended  June  30, 1935 
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John  F.  Forbes  & Company 

CERTIFIED  PUBLIC  ACCOUNTANTS 
Crocker  Building,  San  Francisco 

September  18,  1935. 

Honorable  Leonard  S.  Leavy,  Controller,  City  and  County  of  San  Francisco, 
San  Francisco,  California. 

Dear  Sir:  We  have  made  an  examination  of  the  accounts  of  the  Hetch 

Hetchy  Water  Supply  and  Power  Project  for  the  year  ended  June  30,  1935, 
and  submit  the  following  exhibits  and  schedules: 

Exhibit  A — Balance  Sheet,  June  30,  1935. 

Exhibit  B — Statement  of  Operations  of  the  Hetch  Hetchy  Power  Division 
for  the  Fiscal  Years  Ended  June  30,  1935  and  1934. 

Schedule  1 — Statement  of  Production  Expenses. 

Schedule  2 — Statement  of  Transmission  Expenses. 

Schedule  3' — Statement  of  Administrative  and  General  Expenses. 

In  addition  to  the  above,  we  present  the  following  comments: 

Scope  of  Examination 

In  accordance  with  the  terms  of  the  engagement,  our  examination  was 
limited  to  the  verification  of  the  assets  and  liabilities  as  of  June  30,  1935, 
and  an  analytical  review  and  test  check  of  the  revenues  and  expenses  during 
the  year  ended  that  date.  In  connection  therewith,  we  made  a general  review 
of  the  accounting  methods,  and  examined  or  tested,  in  a manner  and  to  the 
extent  which  we  considered  appropriate  in  view  of  the  system  of  internal 
accounting  control,  the  accounting  records  and  other  supporting  evidence. 
Our  verification  of  the  property  accounts  was  limited  to  a review  of  the 
recorded  additions  and  retirements  during  the  year  ended  June  30,  1935. 

The  expert  to  the  grand  jury  participated  in  the  examination. 
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Operations  of  the  Power  Division 

Following  is  a condensed  summary  of  the  power  operations  for  the  two 
fiscal  years  ended  June  30,  1935  and  1934: 

Year  Ended  June  30, 

Revenues:  1935  1934 

Power  sales  $8,273,295.96  $8,236,500.01 

Less  distribution  commission  5,968,970.57  5,938,825.74 


Remainder  $2,304,325.39  $2,297,674.27 

Interest  earned,  rents,  meals,  etc 41,467.12  39,329.16 


Total  $2,345,792.51  $2,337,003.43 


Expenses: 

Operating  expenses,  excluding  depreciation ..  $ 274,237.03  $ 253,977.17 

Provision  for  depreciation  175,000.00  175,000.00 

Total  operating  expenses $ 449,237.03  $ 428,977.17 

Bond  interest  691,294.50  714,339.00 

Payments  to  Turlock  and  Modesto  Irrigation 
Districts  under  the  provisions  of  the  Raker 
Act  90,643.06 

Total  $1,231,174.59  $1,143,316.17 

Net  income  transferred  to  surplus $1,114,617.92  $1,193,687.26 

Less  comparative  charges  for  Federal  income  taxes 

as  required  by  Section  64  of  the  Charter....  153,000.00  164,000.00 

Net  income  on  comparative  basis $ 961,617.92  $1,029,687.26 


The  revenues  and  expenses  for  the  year  ended  June  30,  1934,  shown  above 
and  also  on  Exhibit  B and  supporting  schedules,  are  as  shown  by  the 
records  of  the  division  and  have  not  been  verified  by  us. 

The  comparative  charges  for  Federal  income  taxes  indicated  above 
have  been  computed  for  both  years  at  13%%,  the  rate  applicable  to  cor- 
porations. 

Section  64  of  the  City  Charter  provides,  in  part,  that  the  Public  Utilities 
Commission  shall  maintain  accounts  for  each  utility  in  such  manner  as  to 
exhibit  estimates  of  the  amounts  of  taxes  that  would  be  chargeable  against 
such  property  and  the  revenue  thereof  if  privately  owned  and  operated. 
As  indicated  above,  we  have  deducted  provision  for  Federal  income  taxes, 
but,  due  to  the  impossibility  of  accurate  determination,  we  have  not  at- 
tempted to  provide  for  Federal  capital  stock  and  excess  profits  taxes.  It  is 
our  understanding  that  state  franchise  taxes  are  paid  by  the  Pacific  Gas 
and  Electric  Company  out  of  the  distribution  commission  allowed  to  it, 
and,  therefore,  no  provision  for  such  taxes  has  been  included  in  the  com- 
parative charges.  The  comparative  charges  deducted  in  the  above  summary 
have  not  been  recorded  in  the  accounts. 
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The  bond  interest  shown  in  the  above  summary  of  operations  represents 
interest  on  the  bonds  allocated  to  the  Power  Division  in  the  arbitrary 
apportionment  made  as  of  June  30,  1926,  to  which  reference  is  made  subse- 
quently in  this  report  under  the  caption  of  “Bonded  Debt.”  Any  change 
in  this  allocation  would,  of  course,  affect  the  amount  of  interest  charged 
to  operations  of  the  Power  Division. 

The  following  comments  relate  to  assets  and  liabilities  appearing  on 
Exhibit  A of  this  report: 


Properties— $101,839,994.50 

As  previously  mentioned  in  this  report,  our  verification  of  the  property 
accounts  was  limited  to  a review  of  the  recorded  additions  and  retirements 
during  the  year  ended  June  30,  1935. 


Following  is  a condensed  summary  of  the  property  accounts: 
Balance,  June  30,  1926: 


From  1909-10  funds:  Total 

Specific  allocations  $ 13,949,370.59 

Allocated  on  50-50  basis  . . . 28,736,560.57 

Total  (water  49%,  power 

51%)  $ 42,685,931.16 

Interest,  bond  discount  and 
expenses,  allocated  on  the 
above  percentage  basis  . . 6,400,997.14 


Total  $ 49,086,928.30 

From  1925  funds  1,604,877.08 

From  power  revenues  11,823.45 


Total  $ 50,703,628.83 


Net  additions  to  June  30,  1934: 

To  classes  of  property  which 
were  allocated  as  of  June 
30,  1926,  on  a 50-50  basis 

approximately  $ 2,160,000.00 

To  other  classes  of  property..  48,890,429.25 


Total  $ 51,050,429.25 


Balance,  June  30,  1934  $101,754,058.08 


Net  additions  during  year  ended  June  30,  1935: 

Additions  $ 2,617,486.12 

Retirements  1,066,373.41 


Net  additions  $ 1,551,112.71 


Balance,  June  30,  1935: 

Fixed  capital  in  service  $103,015,923.63 

Fixed  capital  under  construc- 
tion   289,247.16 


,$103,305,170.79 


Water 

Power 

$ 6,440,815.63 

$ 7,508,554.96 

14,368,280.28 

14,368,280.29 

$20,809,095.91 

$21,876,835.25 

2,901,308.54 

3,499,688.60 

$23,710,404.45 

$25,376,523.85 

1,604,877.08 

11,823.45 

$25,315,281.53 

$25,388,347.30 

$ 1,720,000.00 
48,732,263.37 

$ 440,000.00 

158,165.88 

$50,452,263.37 

$ 598,165.88 

$75,767,544.90 

$25,986,513.18 

$ 2,517,872.88 
1,057,312.45 

$ 99,613.24 

9,060.96 

$ 1,460,560.43 

$ 90,552.28 

$76,978,849.31 

$26,037,074.32 

249,256.02 

39,991.14 

$77,228,105.33  $26,077,065.46 


Total 
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Section  122  of  the  charter  provides  that  the  Hetch  Hetchy  project,  when 
completed,  shall  be  merged  with  the  Water  Department.  Section  9 of  the 
Raker  Act  provides  that  the  cost  of  water  and  power  sold  under  certain 
conditions  must  he  computed  in  accordance  with  the  currently  accepted 
practice  of  public  cost  accounting  as  determined  by  the  Secretary  of  the 
Interior.  The  allocations  of  expenditures  indicated  above  are,  therefore, 
subject  to  adjustment  in  order  to  establish  proper  accounting  procedure 
within  the  meaning  of  the  charter  and  the  Raker  Act. 

During  the  year  under  review,  the  Newark-San  Lorenzo  pipe  line  was 
transferred  to  the  San  Francisco  Water  Department,  which  resulted  in  a 
net  charge  of  $1,050,394.51  to  the  surplus  account  of  the  Water  Division. 

Following  is  a summary  of  the  additions  to  property  accounts  during 
the  year: 


Interest  on  bonds  to  June  30,  1936:  Total  Water 

Issue  of  December  1,  1933  (dam)...$  19,230.56  $ 19,230.56 

Other  issues 2,491,657.15  2,491,557.15 

Coast  Range  Division 311,084.03  311,084.03 

Enlargement  of  dam  (excluding  inter- 
est)   101,179.47 

Miscellaneous  expenditures  170,418.31 

Total  $3,093,469.52  $2,993,856.28  $99,613.24 


Rental  of  Bay  Development  prop- 
erties   $ 400,000.00  $ 400,000.00 

Interest  charged  to  San  Francisco 

Water  Department 47,025.00  47,025.00 

Interest  on  fund  balances 24,403.90  24,403.90 

Rentals  of  lands  and  rights-of-way. . . 2,823.25  2,823.25 

Amortization  of  bond  premium 1,731.25  1,731.25 

Total  $ 475,983.40  $ 475,983.40 

Net  construction  costs  for  the  year $2,617,486.12  $2,517,872.88  $99,613.24 


The  flow  of  water  from  Hetch  Hetchy  commenced  on  or  about  October 
31,  1934.  However,  the  final  completion  date  of  the  original  water  project 
has  been  assumed  to  have  been  June  30,  1935,  subsequent  to  which  date 
interest  on  bonded  debt  and  interest  earned  have  been  taken  into  operations. 

Enlargement  of  the  Hetch  Hetchy  dam  is  now  in  progress,  and  expendi- 
tures thereon  aggregating  $249,256.02,  including  $143,609.11  for  rehabilita- 
tion of  the  Hetch  Hetchy  railroad,  had  been  incurred  to  June  30,  1936. 

Reserve  for  Depreciation — $1,465,176.29 

The  reserve  for  depreciation  applies  to  such  properties  as  are  considered 
strictly  Power  Division  items,  such  as  power  houses  and  equipment,  trans- 
mission lines,  transformers,  switches,  etc.  As  of  June  30,  1934,  the  balance 
in  the  reserve  was  adjusted  to  the  basis  of  an  annual  provision  of  $176,000.00 
from  commencement  of  operations,  August  16,  1925. 
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Following  is  an  analysis  of  the  reserve  for  depreciation  showing  the 


changes  therein  during  the  year  under  review: 

Balance,  June  30,  1934 $1,304  586.39 

Add: 

Provision  for  the  year  $175,000.00 

Refund  on  compensation  insurance  applicable  to 

prior  years’  charges  to  the  reserve 118.75  175,118.75 

Total  $1,479,705.14 


Deduct: 

Property  reconstruction  $ 9,060.96 

Replacements  5,467.89 

Total  deductions  14,528.85 

Balance,  June  30,  1935 $1,465,176.29 


Section  128  of  the  charter  requires  the  Public  Utilities  Commission  to 
create  and  maintain  a depreciation  fund  for  each  of  the  utilities  under  the 
jurisdiction  of  the  commission,  sufficient  to  provide  for  reconstruction  and 
replacements,  and  in  accordance  with  an  established  practice  for  utilities 
of  similar  character.  The  charter  also  provides,  in  the  section  indicated, 
that  the  commission  shall  pay  monthly  in  cash  into  each  depreciation  fund 
one-twelfth  of  the  annual  amount  estimated  to  meet  reconstruction  and  re- 
placement expenditures,  and  that  each  such  fund  shall  be  used  for  no  other 
purpose.  During  the  year  under  review,  the  Board  of  Supervisors  provided 
$70,000.00  for  such  expenditures,  which  amount  was  paid  one-twelfth  monthly 
from  the  operating  fund  to  the  depreciation  fund.  The  balance  in  the  depre- 
ciation fund  at  June  30,  1935,  was  $168,284.92. 


Cash 


On  Deposit  With  Treasurer — $7,212,575.49 


The  cash  on  deposit  with  the  treasurer  as  of  June  30,  1935,  is  composed 


of  the  following  funds: 

Construction  fund  

Bond  redemption  funds 
Bond  interest  funds  . . . 
Operating  fund  . . 
Depreciation  fund 


Total 

.$3,990,885.14 
, 1,004,062.11 
1,599,682.19 
449,661.13 
168,284.92 


Water 

$3,990,885.14 

1,004,062.11 

1,599,682.19 


Power 


$449,661.13 

168,284.92 


Total 


.$7,212,575.49  $6,594,629.44  $617,946.05 


These  balances  were  verified  as  of  June  30,  1935,  by  the  auditing  staff  of 
the  controller’s  office.  We  inspected  the  report  on  such  verification  and  ascer- 
tained that  the  balances  in  the  respective  funds  as  recorded  on  the  books 
were  in  agreement  therewith. 
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Other— $17,414.60 

The  composition  of  the  above  amount  is  as  follows: 


Pay-roll  accounts: 

Total 

Water 

Power 

Balance  per  bank  statement 

• $ 

5,326.61  $ 

4,326.61 

$ 1,000.00 

Add  deposit  in  transit,  represented 
by  warrants  outstanding 

10,357.65 

10,357.65 

Total  

15,684.26  $ 

14,684.26 

$ 1,000.00 

Deduct  checks  outstanding 

6,684.26 

6,684.26 

Balance  per  books 

■ $ 

9,000.00  $ 

8,000.00 

$ 1,000.00 

Revolving  funds: 

Balance  per  bank  statement $ 

5,147.09 

$ 

3,947.05 

5 

1,200.04 

Reimbursements  in  transit: 

Represented  by  warrants  out- 
standing   

977.47 

673.93 

303.54 

Other  

1,247.17 

460.47 

786.70 

Cash  fund  at  city  office 

400.00 

400.00 

Total  $ 

7,771.73 

$ 

5,481.45 

$ 

2,290.28 

Deduct  checks  outstanding  

771.73 

481.45 

290.28 

Balance  per  books  $ 

7,000.00 

$ 

5,000.00 

$ 

2,000.00 

American  Trust  Company,  Tracy,  un- 
claimed pay-roll  check  account. $ 
Pay-roll  deductions  in  transit 

880.93 

533.67 

$ 

880.93 

$ 

533.67 

Total  $ 

17,414.60 

$ 

13,880.93 

$ 

3,533.67 

The  cash  on  deposit  was  verified 

by  certifications  obtained  from  the 

depositaries,  and  the  fund  at  the  city 

office  by  count. 

The  pay-roll  deduc- 

tions  in  transit  were  traced  to  the  bank  deposits  of  July,  1935. 

Accounts  Receivable — $222,815.27 

The  accounts  receivable  are  as  follows: 

Total 

Water 

Power 

Pacific  Gas  and  Electric  Company. . . .$ 
State  compensation  insurance  refund. 
Miscellaneous  

194,205.80 

16,458.50 

12,150.97 

$ 

13,881.50 

11,260.84 

$194,205.80 

2,577.00 

890.13 

Total  $ 

222,815.27 

$ 

25,142.34 

$197,672.93 
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The  account  with  the  Pacific  Gas  and  Electric  Company  covers  power 
sales  from  the  Moccasin  and  Early  Intake  power  houses.  Following  is  an 
analysis  of  the  account  for  the  year  under  review: 

Balance,  June  30,  1934 $ 186,133  68 

Power  delivered  at  Newark  from 

Moccasin  power  house. . .451,078,798  KWH 
Less  allowance  of  24  % for  dis- 
tribution losses,  per  con- 
tract   108,258,912  KWH 


Net  delivery  342,819,886  KWH 

at  2.383  cents $8,169,397.90 

Deduct  distribution  commission,  73.065% 5,968,970.57 


Remainder  2,200,427.33 

Power  delivered  at  a point  near  Moccasin  power  house  from 
the  Early  Intake  power  house — 17,875,000  KWH  at  one- 
half  cent  per  KWH 89,375.00 

Total  $2,475,936.01 

Deduct  payment  made  by  the  Pacific  Gas  and  Electric  Company  2,281,730.21 

Balance,  June  30,  1935 $ 194,205.80 


The  power  delivered  at  Newark  is  metered  at  that  point  and  billed 
monthly  to  the  Pacific  Gas  and  Electric  Company.  The  meters  are  jointly 
sealed  and  are  tested  every  two  months,  in  accordance  with  the  agency  agree- 
ment. 

The  deliveries  from  the  Early  Intake  power  house  are  based  on  meter 
readings  at  that  location. 


Deferred  Charges 

Property  Valuation  Expense — $392,006.43 

Under  this  caption  are  included  payments  made  prior  to  June  30,  1929, 
for  legal  and  engineering  expenses  and  expenses  of  the  California  Railroad 
Commission,  in  connection  with  the  proposed  purchase  of  the  distribution 
systems  of  the  Pacific  Gas  and  Electric  Company  and  the  Great  Western 
Power  Company. 

Materials  and  Supplies — $24,011.51 

The  above  amount  represents  book  inventories.  Physical  inventories  of 
materials  and  supplies  were  taken  as  of  May  31,  1935,  and  the  ledger  accounts 
were  adjusted  to  conform  thereto. 
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Prepaid  Rent,  Etc. — $13,671.90 

The  composition  of  this  amount  is  as  follows: 


Water  Division — Bond  interest  coupons  paid  in  advance 

of  maturity  $ 90.00 

Power  Division: 

One-half  of  $20,000.00  paid  to  the  United  States  Gov- 
ernment for  water  rights  for  the  calendar  year 

1935  $10,000.00 

Cost  of  investigations  and  surveys  incident  to  the  pro- 
posed extension  of  transmission  line  from  Newark 

to  San  Francisco 2,210.96 

Preliminary  investigations  and  surveys  incident  to 
the  proposed  construction  of  power  plant  at  Red 

Mountain  Bar  554.52 

Miscellaneous  816.42 


Total  

Total 


13,581.90 

$13,671.90 


Bonded  Debt— $71,735,000.00 

The  changes  in  the  bonded  debt  during  the  year  under  review  are  indi- 
cated in  the  following  summary: 

Isslle  srions  ^ ssggh 

July  1,  1910,  4y2%.  .$31,002,000.00  $ 998,000.00  $30,004,000.00 

January  1,  1925, 

5%  8,750,000.00  250,000.00  8,500,000.00 

July  1,  1928,  4%%..  24,000,000.00  24,000,000.00 

June  1,  1932: 

5%%  4,325,000.00  4,325,000.00 

5%  1,152,000.00  $ 26,000.00  1,178,000.00 

4%%  143,000.00  143,000.00 

4%  260,000.00  260,000.00 

December  1,  1933, 

4%  3,500,000.00  175,000.00 

Total  $69,229,000.00  $3,929,000.00  $1,423,000.00  $71,71 


Number 

1530 

1530 

1630 

1675 

1924 


June  1,  1932,  6%....? 
June  1,  1932,  4%%.. 
June  1,  1932,  4%.... 
December  1,  1933,  4% 
December  1,  1933,  4% 

Total 


s 

' Pace  Value  Premium  Delivery 
P 26,000.00 1 

143.000. 00  \ $ 

260.000. 00  J 

175.000. 00 


l $ 4,332.09  $ 433,466.09 
3,480.55 


I $197,471.75  $66,184.86  $4,192,666.61 
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The  July  1,  1910,  issue  of  bonds  outstanding  as  of  June  30,  1926,  aggre- 
gating $39,000,000.00,  was  allocated  to  the  Water  and  Power  Divisions  on  the 
basis  shown  below,  in  line  with  the  allocation  of  construction  expenditures 
from  the  1909-10  funds  to  that  date: 


Water  Division  48.79%  $19,029,000.00 

Power  Division 51.21%  19,971,000.00 

Total  100.00%  $39,000,000.00 


Following  is  an  analysis  of  the  July  1,  1910,  bond  account  to  June  30,  1935: 
Total  Water  Power 

Outstanding,  June  30,  1926 $39,000,000.00  $19,029,000.00  $19,971,000.00 

Deduct  redemptions  at  the  rate  of 

$1,000,000.00  per  year 9,000,000.00  4,391,100.00  4,608,900.00 


Remainder $30,000,000.00  $14,637,900.00  $15,362,100.00 

Add  bonds  not  presented  for  pay- 
ment   4,000.00  4,000.00 


Total  $30,004,000.00  $14,641,900.00  $15,362,100.00 

Bonds  maturing  July  1,  1935,  trans- 
ferred to  the  Water  Division, 
since  cash  for  redemption  there- 
of was  paid  to  that  division  by 

the  Power  Division  512,100.00  512,100.00 


Outstanding,  June  30,  1935 $30,004,000.00  $15,154,000.00  $14,850,000.00 


Interest  on  all  bonds  of  the  Hetch  Hetchy  project  has  been  capitalized  in 
construction  costs,  with  the  exception  of  the  interest  on  that  portion  of  the 
July  1,  1910,  issue  allocated  to  the  Power  Division,  which  interest  has  been 
charged  to  expense  since  the  commencement  of  power  operations  in  1925. 


The  bonds  authorized  in  connection  with  the  Hetch  Hetchy  Water  Supply 
and  Power  Project,  together  with  those  sold,  redeemed,  and  outstanding  as  of 
June  30,  1935,  are  summarized  as  follows: 


January  1,  1909,  4%%... 

July  1,  1910,  4y2% 

January  1,  1925,  5% 

July  1,  1928,  4y2% 

June  1,  1932  (see  below*) 
December  1,  1933 


Authorized  Sold 

$ 600,000  $ 600,000  $ 

45.000. 000  45,000,000 

10.000. 000  10,000,000 

24,000,000  24,000,000 

6.500.000  5,906,000 

3.500.000  3,500,000 


Outstanding, 
Redeemed  June  30,1935 
600,000 

14,996,000  $30,004,000 
1,500,000  8,500,000 
24,000,000 
5,906,000 
175,000  3,325,000 


Total 


,$89,600,000  $89,006,000  $17,271,000  $71,735,000 


*The  bonds  of  this  issue  sold  to  June  30,  1935,  bear 
rates : 

5%%  

5%  

4%%  

4% 


the  following  interest 

..$4,325,000.00 
. . 1,178,000.00 
. . 143,000.00 

. . 260,000.00 
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Bond  Interest — 
The  composition  of  this  liability  is  ; 


Issue  Total  935  S $SS2? 

July  1,  1910,  4%% $ 686,250.00  *$  674,955.00  $ 11,295.00 

January  1,  1925,  5% 216,100.00  212,500.00  3,600.00 

July  1,  1928,  4% % 550,372.50  540,000.00  10,372.50 

June  1,  1932: 

5%%  83,053.96  62,330.00  $20,723.96 

5 % 15,133.33  10,225.00  4,908.33 

4%%  761.25  225.00  536.25 

4 % 2,446.66  1,580.00  866.66 

December  1,  1933,  4% 73,243.33  62,160.00  11,083.33 


Total  $1,627,361.03  $1,427,456.00  $161,787.50  $38,118.53 


* After  deducting  two  $22.50  coupons  paid  in  June,  1935. 


Contract  Payable — United  States  Government — $500,000.00 

The  above  amount  is  payable  to  the  United  States  Government  for  con- 
struction and  maintenance  of  roads  and  trails  in  the  Yosemite  National  Park 
on  account  of  Hetch  Hetchy  water  rights,  under  the  Raker  Act,  in  accordance 
with  a supplemental  agreement  executed  September  27,  1932.  The  liability 
above  indicated  is  to  be  liquidated  in  two  annual  installments  of  $250,000.00 
each  commencing  July  1,  1935.  There  is  held  in  reserve  $500,000.00  of  unsold 
bonds  of  the  issue  of  June  1,  1932,  to  provide  for  this  liability. 


Deferred  Credit — Bond  Premium  Unamortized — $195,607.50 

As  previously  mentioned  in  this  report,  Hetch  Hetchy  Dam  bonds  dated 
December  1,  1933,  of  a face  value  of  $3,325,000.00  were  sold  at  a premium  of 
$197,338.75.  The  amount  indicated  above  represents  the  unamortized  balance 
of  this  premium  as  of  June  30,  1935.  Unamortized  discount  and  premium  on 
bonds  as  of  June  30,  1934,  was  transferred  to  surplus  as  of  that  date. 
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Surplus — $35,589,645.52 

Following  is  an  analysis  of  the  surplus  accounts  for  the  year  under  review: 
Total  Water  Power 

Balance,  June  30,  1934 $33,326,036.16  $23,178,796.49  $10,147,239.67 

Add: 

Contributions  from  taxes  for  bond 

Interest  and  redemption 2,409,097.11  2,409.097.11 

Premium  on  sale  of  bonds,  issue  of 

June  1,  1932 133.00  133.00 

Net  income  from  operations,  per 

Exhibit  B 1,114,617.92  1,114,617.92 


Total  $36,849,884.19  $25,588,026.60  $11,261,857.59 


Deduct : 

Cost  of  Newark-San  Lorenzo  pipe 
line  transferred  to  San  Fran- 
cisco Water  Department $ 1,057,312.45 

Less  salvage  value  of  pipe  used 
by  Hetch  Hetchy  Water  Sup- 
ply for  overflow  shafts  at 
Alameda  Creek $ 6,917.94 


Remainder  

$ 1,050,394.51  $ 1,050,394.51 
175,000.00  $ 

11,223.76  11,223.76 

23,620.40 

850,251.50 

Transfer  of  portion  of  accumu 
lated  surplus  to  General  Fund. 
Interest  earned  on  bank  balance 
retained  in  General  Fund: 
Credited  to  construction  costs . 
Credited  to  income 

175,000.00 

23,620.40 

Interfund  transfers — Contribution 
from  Power  Division  to  Water 
Division  

350,251.50 

Elimination  of  apportionment  ac 
count  

388,425.26 

888,425.26 

Total  deductions  

$ 1,260,238.67  $ 1,099,792.03  $ 

160,446.64 

Balance.  June  30.  1935 

*35.589.645.52  $24,488,234.57  $11,101,410.95 

Riparian  Lawsuits 

We  inquired  of  the  city  attorney  as  to  contingent  liabilities  existing  by 

reason  of  pending  litigation,  and  were  informed  that  approximately  ninety 
riparian  lawsuits  aggregating  a considerable  but  indeterminable  amount, 
which  were  pending  at  June  30,  1935,  had  not  as  yet  been  adjudicated. 

Most  of  the  plaintiffs  are  ranch  owners  whose  properties  are  situated 
riparian  to  the  Tuolumne  River  in  Tuolumne  and  Stanislaus  Counties,  and 
to  the  San  Joaquin  River  in  San  Joaquin  County.  Among  the  plaintiffs  are 
the  Modesto,  Turlock,  and  Waterford  Irrigation  Districts,  which  have  claimed 
prior  rights,  and  sought  to  enjoin  San  Francisco  from  using  any  of  the  water. 

Yours  truly, 

JOHN  F.  FORBES  & COMPANY. 


(Wherever  italics  appear  in  this  Report,  they  indicate  red  figures.) 
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EXHIBIT  A 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 
BALANCE  SHEET,  JUNE  30,  1935 

ASSETS 

Properties  (see  comments) : Total  Water  Power 

Fixed  capital  in  service $103,015,923.63  $76,978,849.31  $26,037,074.32 

Fixed  capital  under  construction  289,247.16  249,256.02  39,991.14 


Total  $103,305,170.79  $77,228,105.33  $26,077,065.46 

Less  reserve  for  depreciation...  1,465,176.29  1,465,176.29 


Remainder  $101,839,994.50  $77,228,105.33  $24,611,889.17 


Cash: 


On  deposit  with  Treasurer $ 

Other  

7,212,575.49  $ 6,594,629.44  $ 
17,414.60  13,880.93 

617,946.05 

3,533.67 

Total  cash  $ 

7,229,990.09  $ 6,608,510.37  $ 

621,479.72 

Accounts  receivable $ 

222,815.27  $ 

25,142.34  $ 

197,672.93 

Interfund  and  Intrafund  Accounts: 

Due  from  other  City  depart- 
ments   $ 

Intrafund  (contra)  

28,099.26  $ 
235,870.75 

26,009.66  $ 
86,029.50 

2,089.60 

149,841.25 

Total  interfund  and  intra- 
fund accounts $ 

263,970.01  $ 

112,039.16  $ 

151,930.85 

Deferred  charges: 

Uncompleted  contracts  and  other 


commitments  $ 3,262,128.25  $ 3,198,879.49  $ 63,248.76 

Property  valuation  expense 392,006.43  392,006.43 

Materials  and  supplies 24,011.51  24,011.51 

Prepaid  rent,  etc 13,671.90  90.00  13,581.90 


Total  deferred  charges $ 3,691,818.09  $ 3,198,969.49  $ 492,848.60 


Total  $113,248,587.96  $87,172,766.69  $26,076,821.27 


(91) 


EXHIBIT  A (Continued) 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 
BALANCE  SHEET,  JUNE  30,  1935 

LIABILITIES 

Bonded  debt:  Total  Water  Power 

Due  July  1,  1935 $ 1,000,000.00  $ 1,000,000.00 

Due  December  1,  1935,  to  July  1, 

1977  70,731,000.00  55,881,000.00  $14,850,000.00 

Matured  bonds  not  presented  for 
payment  4,000.00  4,000.00 


Total  bonded  debt $ 71,735,000.00  $56,885,000.00  $14,850,000.00 


Bond  interest: 


Due  July  1,  1935 $ 1,427,455.00  $ 1,427.455.00 

Accrued,  not  due 38,118.53  38,118.53 

Matured  coupons  not  presented 


for  payment 

161,787.50  161,787.50 

Total  bond  interest $ 

1,627,361.03  $ 1,627,361.03 

Accounts  payable: 

Contract  payable — United  States 

Government $ 

Warrants  outstanding  

Contracts,  purchase  orders,  etc.. 

500,000.00  $ 500,000.00 

26,468.08  12,594.45  $ 

3,334,728.51  3,229,124.25 

13,873.63 

105,604.26 

Total  accounts  payable $ 

3,861,196.59  $ 3,741,718.70  $ 

119,477.89 

Interfund  and  intrafund  accounts: 

Due  to  other  City  departments . . $ 
Intrafund  (contra)  

3,906.57  $ 3,855.92  $ 

235,870.75  230,988.97 

50.65 

4,881.78 

Total  interfund  and  intra- 
fund accounts  $ 

239,777.32  $ 234,844.89  $ 

4,932.43 

Deferred  credit — Bond  premium  un- 
amortized   $ 

195,607.50  $ 195,607.50 

Surplus  (see  comments)  $ 35,589,645.52  $24,488,234.57  $11,101,410.95 


.$113,248,587.96  $87,172,766.69  $26,075,821.27 


Total 
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EXHIBIT  B 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 
HETCH  HETCHY  POWER  DIVISION 

Statement  of  Operations  for  the  Fiscal  Years  Ended  June  30,  1935  and  1934 
Revenues: 

Power  sales : Fiscal  Year  Ended  June  30, 

Moccasin  power  house : !935  X934 

Through  Pacific  Gas  and  Electric  Company.  .$8,169,397.90  $8,128,140.32 
Less  distribution  commission 5,968,970.57  5,938,826.74 


Remainder  $2,200,427.33  $2,189,314.58 

Water  Division,  for  construction 11,122.40  66,996.67 

Miscellaneous 401.99  217.18 


Total $2,211,951.72  $2,256,528.43 


Early  Intake  power  house: 

Pacific  Gas  and  Electric  Company $ 89,375.00  $ 39,615.00 

General  consumers  2,998.67  1,530.84 


Total $ 92,373.67  $ 41,145.84 


Other  revenues: 

Interest  earned  $ 23,660.93  $ 21,965.85 

Rents  4,303.71  3,903.51 

Hospital  fees  1,262.75  1,308.00 

Meals  7,904.86  8,139.00 

Sale  of  water 137.49 

Compensation  insurance  refund 2,577.00  3,840.47 

Miscellaneous  1,620.38  172.33 


Total  $ 41,467.12  $ 39,329.16 


Total  $2,345,792.51  $2,337,003.43 


Expenses: 

Operating  expenses,  exclusive  of  depreciation : 

Production  (Schedule  1)  $ 203,289.52  $ 186,881.09 

Transmission  (Schedule  2)  21,595.80  27,757.24 

Administrative  and  general  (Schedule  3) 49,351.71  39,338.84 


Total  $ 274,237.03  $ 253,977.17 

Provision  for  depreciation 175,000.00  175,000.00 


Total  operating  expenses  $ 449,237.03  $ 428,977.17 

Bond  interest  691,294.60  714,339.00 

Payments  to  Turlock  and  Modesto  Irrigation 
Districts  under  the  provisions  of  the  Raker 
Act  90,643.06 


Total  $1,231,174.59  $1,143,316.17 


Net  income  transferred  to  surplus $1,114,617.92  $1,193,687.26 

Less  comparative  charges  for  Federal  income  taxes 

as  required  by  Section  64  of  the  City  Charter  163,000.00  164,000.00 


Net  income  on  comparative  basis $ 961,617.92  $1,029,687.26 
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EXHIBIT  B (Continued) 

SCHEDULE  1 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 
HETCH  HETCHY  POWER  DIVISION 


Statement  of  Production  Expenses  for  the  Fiscal  Years  Ended  June  30, 
1935  and  1934 


Operation : 

Superintendence  

Hydraulic  labor  

Station  labor  

Miscellaneous  labor 

Supplies  and  expenses 

Contributions  to  Retirement  System 
Compensation  insurance  


Total  $ 98,786.08  $ 87,775.32 


Maintenance: 

Structures $ 26,233.28  $ 23,353.95 

Reservoirs,  dams,  and  intakes 8,896.95  5,899.74 

Waterways  4,168.19  4,007.44 

Forebays,  penstocks,  and  tailraces 1,371.54  1,436.46 

Roads  and  trails  17,537.30  21,167.44 

Hydraulic  power  plant  equipment 7,053.89  8,673.91 

Miscellaneous  power  plant  equipment 1,912.90  943.01 


Total  $ 67,174.05  $ 65,481.95 


Miscellaneous : 

Rent  $ 20,000.00  $ 20,000.00 

Relief  and  welfare  work 3,413.77  3,635.51 

Communication  system  7,946.31  3,983.12 

Fire  fighting  and  patrol 1,101.02  32.00 

Hydrography  4,868.29  5,968.19 

Electric  energy  from  other  sources 5.00 


Total  $ 37,329.39  $ 33,623.82 


Total $203,289.52  $186,881.09 


Fiscal  Tear  Ended  June  30, 


1935 


1934 


.$  14,540.95  $ 11,250.31 

. 13,968.79  13,747.21 

. 36,637.39  34,726.70 

672.75  767.06 

. 24,914.32  18,243.35 

4,323.15  3,665.23 

. 3,728.73  5,375.46 
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EXHIBIT  B (Continued) 

SCHEDULE  2 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 
HETCH  HETCHY  POWER  DIVISION 
Statement  of  Transmission  Expenses  for  the  Fiscal  Years  Ended  June  30, 
1935  and  1934 


Fiscal  Year  Ended  June  30, 

Operation:  1935  1934 

Superintendence  $ 2,223.11  $ 2,400.56 

Station  labor  864.25  1,930.76 

Substation  supplies  and  expenses 1,263.24  1,104.54 

Transmission  lines  labor  674.46  6,687.69 

Transmission  lines  supplies  and  expenses 391.32 

Contributions  to  Retirement  System 319.96  734.58 

Compensation  insurance  289.01  1,077.34 


Total  $ 6,025.35  $ 13,935.47 


Maintenance : 

Transmission  structures  $ 1,382.69  $ 42.63 

Substation  equipment  1,641.54  2,505.69 

Tower  line  conductors 448.28  5,253.18 

Poles  and  fixtures 4,908.61  4,945.89 

Pole  line  conductors 2,302.38  611.45 

Roads  and  trails 3,881.59  115.43 

Miscellaneous  675.36 


Total  $ 15,240.45  $ 13,474.27 


Miscellaneous — Transmission  rents  $ 330.00  $ 347.50 


Total  $ 21,595.80  $ 27,757.24 
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EXHIBIT  B (Continued) 

SCHEDULE  3 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 
HETCH  HETCHY  POWER  DIVISION 

Statement  of  Administrative  and  General  Expenses  for  the  Fiscal  Years 
Ended  June  30,  1935  and  1934 


Fiscal  Year  Ended  June  30, 
1935  1934 

Salaries  and  wages $ 8,743.98  $ 8,100.00 

Contributions  to  Retirement  System 643.28  490.79 

Services  of  other  departments 27,735.36  21,655.51 

Professional  services  1,735.45  847.26 

Stationery,  office  supplies,  and  postage 994.83  512.32 

Telephone  and  telegraph  152.65  48.00 

Traveling  4,174.95  1,553.02 

Compensation  insurance  3.35  3.24 

Injuries  and  damages  1,179.63  1,297.78 

County  and  irrigation  district  taxes 2,908.51  3,556.43 

Rents  1,152.00 

Miscellaneous  1,079.72  122.49 


Total  $ 49,351.71  $ 39,338.84 


Examination  of  Accounts 

Municipal  Railway 
of  San  Francisco 


For  the  fiscal  year  ended  June  30,  1935 
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F.  W.  Lafrentz  & Co. 

Bullock,  Kellogg  & Mitchell 

CERTIFIED  PUBLIC  ACCOUNTANTS 
605  Mills  Building 
San  Francisco,  Calif. 

September.  27,  1935. 

Mr.  Leonard  S.  Leavy,  Controller,  City  and  County  of  San  Francisco, 

San  Francisco,  California. 

Dear  Sir:  In  accordance  with  your  authorization  we  have  made  an  exam- 

ination of  the  books  and  accounts  of  the  Municipal  Railway  of  the  City  and 
County  of  San  Francisco  for  the  fiscal  year  ended  June  30,  1935,  and  submit 
herewith  our  report  together  with  the  following  exhibits  and  schedules: 

Exhibit  “A”  Balance  Sheet  as  at  June  30,  1935. 

Exhibit  “B”  Comparative  Statement  of  Monthly  Income  for  the 
fiscal  year  ended  June  30,  1935. 

Exhibit  “C”  Comparative  Statement  of  Income  for  the  period 
December  28,  1912,  to  June  30,  1935. 

Exhibit  “D”  Statement  of  Bus  Line  Operations  for  the  fiscal 
year  ended  June  30,  1935. 

Schedule  #1  Schedule  of  Road  and  Equipment  as  at  June  30, 

1935. 

Schedule  # 2 Analysis  of  Reserve  for  Depreciation  as  at  June 
30,  1935. 

Schedule  #3  Statement  of  Operating  Expenses  by  Primary 
Accounts  as  Prescribed  by  the  Interstate  Gommerce 
Commission  for  the  fiscal  year  ended  June  30,  1935. 

We  hereby  certify  that  the  attached  balance  sheet  and  statement  of  income, 
subject  to  the  comments  contained  in  this  report,  correctly  exhibit,  respec- 
tively, the  financial  condition  of  the  Municipal  Railway  of  San  Francisco  as 
at  June  30,  1935,  and  the  result  of  operations  for  the  fiscal  year  ended 
that  date. 

Respectfully  submitted, 

F.  W.  LAFRENTZ  & CO., 

BULLOCK,  KELLOGG  & MITCHELL, 

Certified  Public  Accountants. 


(Wherever  italics  appear  in  this  report,  they  refer  to  red  figures) 
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COMMENTS  ON  THE  EXAMINATION 


Scope  of  Audit 

Our  audit  included  a test  check  of  cash  receipts  and  a review  of  the  in- 
ternal check  established  to  insure  proper  accounting  for  all  cash  receipts,  a 
test  check  of  vouchers  supporting  disbursements,  a review  of  methods  em- 
ployed for  handling  purchases,  a test  check  of  the  materials  and  supplies 
inventory  by  physical  count  and  a review  of  the  procedure  governing  the 
accounting  for  materials  and  supplies. 

Balance  sheet  and  income  and  expense  accounts  were  analyzed,  subsidiary 
records  were  reconciled  with  the  general  records,  cash  balances  were  verified 
by  comparison  with  the  Controller’s  audit  report  of  the  Treasurer’s  records, 
and  test  checks  were  made  of  the  mathematical  accuracy  of  books  of  original 
entry. 

The  payroll  procedure  governing  wage  rates  and  accounting  for  time  was 
reviewed  and  test  checked,  but  the  actual  disbursement  functions  of  the 
Controller  were  not  audited  by  us  as  they  are  subject  to  examination  by 
independent  accountants  employed  by  the  Board  of  Supervisors. 

GENERAL  BALANCE  SHEET— EXHIBIT  “A” 

Road  and  Equipment — $9,530,683.39: 

Additions  to  and  retirements  of  road  and  equipment  during  the  current 
fiscal  year  were  reviewed  and  no  exceptions  were  noted.  Schedule  #1  sets 
forth  an  analysis  of  this  investment.  In  compliance  with  the  charter  and  a 
resolution  of  the  Board  of  Supervisors,  provision  for  depreciation  in  the  sum 
of  $100,000.00  was  made  during  the  fiscal  year  1934-35.  Further  reference  to 
current  year’s  depreciation  is  made  under  the  caption,  “Reserve  for  Accrued 
Depreciation,  Road  and  Equipment”. 

New  Construction  in  Progress — $19,508.54: 

The  items  charged  to  this  account  represent  expenditures  and  estimates  or 
accruals  of  engineering  services  in  connection  with  the  San  Francisco  Bay 
Bridge  Rapid  Transit  structures  survey. 

In  addition  to  the  sum  of  $19,508.54,  previous  expenditures  were  made 
amounting  to  $3,056.15.  This  latter  amount  was  charged  to  operating  expense, 
but  the  expenditures  are  applicable  to  the  Rapid  Transit  survey.  In  the  event 
actual  construction  is  undertaken  all  charges  appertaining  to  the  enterprise 
should  be  capitalized  under  the  fixed  asset  classification. 

General  Expenditures — $324,872.84 : 

There  were  no  changes  in  this  account  during  the  period  under  review. 
An  analysis  of  the  items  reflected  under  this  classification  shows  the  fol- 


lowing: 

Interest  on  funded  debt  during  construction $252,270.75 

Cost  of  elections 57,092.91 

Legal  expense  12,778.65 

Miscellaneous  2,730.53 


$324,872.84 
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Reserve  for  Accrued  Depreciation,  Road  and  Equipment — $5,236,779.00: 
Charter  Provisions: 

Following  are  the  provisions  contained  in  the  charter  of  the  City  and 
County  of  San  Francisco  having  reference  to  reconstruction  and  replacement 
of  utility  assets  due  to  physical  and  functional  depreciation: 

1.  Provisions  for  the  funding  of  depreciation  must  be  made  in  accordance 
with  an  established  practice  for  utilities  of  similar  character. 

2.  At  least  every  five  years  an  appraisal  shall  be  made  of  the  assets  and 
the  amount  of  reasonable  annual  depreciation  shall  be  redetermined  using 
such  appraised  value  as  a basis. 

3.  Depreciation  required  to  be  provided  must  be  funded  monthly  by  cash 
payments  made  to  the  depreciation  fund. 

Current  Depreciation  Accruals: 

The  assets  of  the  Municipal  Railway  have  not  been  appraised  since  the 
effective  date  of  the  charter. 

During  the  year  1933-34  depreciation,  in  accordance  with  the  rates  used  by 
the  Market  Street  Railway,  was  set  up  in  the  sum  of  $52,606.00. 

During  the  current  fiscal  year  a total  amount  of  $100,000.00  was  provided 
for  depreciation. 

Schedule  #2  of  this  report  setting  forth  an  analysis  of  the  reserve  account 
shows  the  application  of  this  sum  to  the  different  types  of  assets  as  follows: 
Depreciation  on  equipment  and  certain  other  assets  in 
property  ledger  at  rates  based  on  the  life  of  specific 


types  of  property $ 41,452.11 

Depreciation  applied  to  track,  roadway  and  distrib- 
uting system  58,547.89 


Total  provision  for  current  year $100,000.00 


The  total  annual  depreciation  of  property  ledger  assets  for  the  current  fiscal 
year,  based  on  rates  which  were  used  for  a number  of  years  prior  to  1933-34, 
was  $106,945.99  as  against  $41,452.11  so  allocated,  a difference  of  $65,493.88. 

So  far  as  property  ledger  assets  are  concerned,  it  appears  that  insufficient 
depreciation  has  been  provided  for  the  past  two  years.  On  the  other  hand, 
although  the  depreciation  reserve  applicable  to  Track,  Roadway  and  Distrib- 
uting System  is  obviously  excessive,  totaling  $4,033,192.21  against  an  invest- 
ment of  $5,529,494.42,  there  was  provided  for  the  current  year  additional 
depreciation  of  $58,547.89. 

The  course  to  pursue  under  the  circumstances  would  seem  to  be  for  the 
Utilities  Commission  to  make  the  appraisal  called  for  by  the  charter,  adjust 
the  reserve  balances  to  reflect  the  depreciation  actually  accrued  on  all  assets, 
and  establish  new  rates  based  on  the  estimated  remaining  life  of  the  several 
classes  of  property. 

Analysis  of  Depreciation  Reserve  Balance: 

Ordinance  Nos.  7060,  8570,  N.  S.,  and  provisions  of  the  charter  effective 
January  2,  1932,  provide  for  the  transfer  of  cash  to  the  depreciation  fund  in 
a specific  manner.  Due,  however,  to  the  lack  of  cash  in  the  operating  fund 
this  provision  was  not  complied  with  during  prior  years  to  the  following 
extent : 


1927- 28  $ 36,684.20 

1928- 29  263,823.68 

1929- 30  281,373.60 

1930- 31  175,821.65 

1931- 32  233,021.06 

1932- 33  195,389.90 


$1,186,114.09 
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Since  July  1,  1933,  cash  in  the  amount  of  the  depreciation  provision  has 
been  transferred  to  the  depreciation  fund. 

In  addition  to  the  delay  in  the  accumulation  of  cash  in  the  fund  account, 
certain  applications  were  made  of  the  funds  provided  for  the  depreciation 
account,  consideration  of  which  is  necessary  to  reconcile  the  depreciation 
reserve  fund  with  the  depreciation  reserve.  An  analysis  of  these  items  is 


as  follows: 

Provision  for  depreciation,  as  per  Schedule  #2...  $5,621,156.16 

Charges  to  reserve  on  account  of  accrued  deprecia- 
tion of  assets  retired  during  the  fiscal  years 

1921-28  115,472.34 

Add:  Provision  for  redemption  of  bonded  debt 

added  to  reserve  fiscal  years  1913-26 $2,029,666.67 

Interest  and  profit,  sale  of  securities  credited 

to  income  and  included  in  surplus 496,911.82 

Canceled  warrants  43.89 

Transfers  from  other  funds 21,722.46  2,548,344.84 


$8,284,973.34 

Deduct:  Cash  on  hand $ 343,438.67 

Due  from  operating  fund  as  shown  in  fore- 
going   1,186,114.09 

Available  resources  other  than  cash 3,586.43 

Charges  and  replacements  paid  out  of  the 

operating  fund  not  yet  reimbursed 1,600,98 

Reserve  for  unpaid  obligations 258.01  1,531,285.20 


Total  accountability  for  cash $6,753,688.14 


The  net  amount  is  accounted  for  as  follows: 


Payments  for  injuries  and  damage  claims $ 571,963.75 

Bonds  redeemed  and  interest  paid 2,056,616.90 

Advanced  to  operating  fund  for  Twin  Peaks  Tunnel 82,152.53 

Transferred  to  operating  fund  for  wage  increases,  etc 717,354.43 

Expended  for  extensions,  betterments  and  replacements 3,325,600.53 


$6,753,688.14 


Cash  on  Deposit  with  Treasurer — $893,530.05: 

Municipal  Railway  Bond  Redemption  Fund — $700.00: 

Municipal  Railway  Bond  Interest  Fund — $15,550.00: 

Moneys  necessary  for  the  liquidation  of  bond  principal  and  bond  interest 
indebtedness  are  transferred  to  these  funds  from  the  railway  operating  fund. 
The  following  is  an  analysis,  by  bond  issues,  of  the  foregoing  balances: 


Bond  redemption: 

Municipal  Railway  issue  of  1913 $ 700.00 

Bond  interest: 

Geary  Street  issue  of  1910 $ 22.50 

Market  Street  issue  of  1910 22.50 

Municipal  Railway  issue  of  1913 15,505.00 


$15,650.00 
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Municipal  Railway  Operating  Fund — $526,959.8 8: 

Accident  Reserve  Fund — $6,881.50: 

Depreciation  Reserve  Fund — $343,438.67 : 

In  accordance  with  the  provisions  of  the  charter,  the  Controller’s  staff  has 
audited  the  accounts  of  the  Treasurer  of  the  City  and  County  of  San  Fran- 
cisco. These  fund  balances  and  the  bond  fund  balances  have  been  reconciled 
with  the  Treasurer’s  balances  reflected  in  the  Controller’s  report. 

The  accident  reserve  reflected  on  the  liability  side  of  the  balance  sheet 
indicates  a balance  of  $5,968.55.  The  difference,  $912.95,  is  due  the  railway 
operating  fund.  This  matter  is  again  referred  to  under  the  caption,  “Reserve 
for  Accidents”. 

Managers’  Contingent  Fund — $4,000.00: 

This  fund,  maintained  for  the  purpose  of  paying  minor  accident  claims, 
and  expenses  in  connection  with  special  investigations,  is  in  the  custody  of 
the  following  employees: 


Mr,  Fred  Boeken,  manager $ 700.00 

Mr.  T.  B.  Johnson,  claims  agent 3,300.00 


$4,000.00 

Mr.  Boeken’s  fund  was  not  audited  in  detail. 

The  transactions  in  Mr.  Johnson’s  fund  were  reviewed  and  a certification 
was  obtained  from  the  depository  in  order  to  reconcile  the  fund  account- 
ability. Reports  prepared  by  platform  men  in  connection  with  accidents  were 
thoroughly  test  checked.  Authority  for  payment  of  claims  is  vested  in  the 
Controller  whose  accounts  are  subject  to  independent  audit. 

Miscellaneous  Accounts  Receivable — $5,240.08: 

The  items  comprising  this  balance  are  as  follows: 


State  Board  of  Harbor  Commissioners $4,537.08 

Pacific  Gas  and  Electric  Company 691.00 

San  Francisco  Bank 2.00 

Mrs.  Hattie  Tillman 10.00 


$5,240.08 


The  State  Board  of  Harbor  Commissioners  has  agreed  to  indemnify  the 
Municipal  Railway  for  any  loss  sustained  in  the  operation  of  buses  along  the 
San  Francisco  waterfront.  The  sum  $4,537.08  represents  the  loss  from  oper- 
ation of  Embarcadero  buses  during  the  current  fiscal  year. 

The  amount  $691.00  is  due  from  Pacific  Gas  and  Electric  Company  under 
the  terms  of  a pole  rental  agreement. 


Accounts  Receivable — City  and  County — $4,311.71: 


The  following  items  are  included  under  this  caption: 


Interest  accrued,  Municipal  Railway  funds  deposited 

with  Treasurer  

Miscellaneous  accounts  receivable 


$4,299.67 

12.04 


$4,311.71 

Inasmuch  as  Municipal  Railway  funds  are  deposited  with  the  Treasurer  of 
the  City  and  County  of  San  Francisco,  an  allowance  has  been  made  for  in- 
terest which  has  accrued  on  the  balances.  The  foregoing  amount  represents 
the  accrual  to  June  30,  1935. 
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Materials  and  Supplies — $167,529.27: 

Materials  and  supplies  on  hand  June  30,  1935,  are  represented  by  this  sum. 
The  materials  are  distributed  as  follows: 


Pipe  yard,  Sixth  and  Hubbell  Streets $ 95,402.76 

Car  barn,  Geary  Street 72,126.61 


$167,529.27 


A thorough  test  was  made  of  the  stock  records  maintained  at  the  Geary 
Street  barn  and  a number  of  items  on  hand  were  verified  by  actual  count. 
The  physical  inventories  were  reviewed  and  extensively  tested  as  to  mathe- 
matical accuracy  and  values. 

At  the  Geary  Street  barn  adjustments  aggregating  $3,655.25  were  made  in 
order  to  bring  the  stock  record  cards  into  agreement  with  actual  physical 
counts.  Corrections  of  this  nature  at  the  Sixth  and  Hubbell  Streets  pipe  yard 
amounted  to  $6,745.95.  Of  this  latter  sum  $6,460.53  was  reported  as  having 
been  sold  for  junk.  However,  the  junk  sale  was  not  reported  to  the  stock 
record  clerk  until  the  shortage  was  disclosed  at  inventory  time.  It  is  sug- 
gested that  when  materials  are  sold  for  junk  the  stock  clerk  should  be  notified 
of  the  individual  items  contained  in  the  sale  in  order  to  properly  adjust  the 
records  at  that  time. 


Other  Deferred  Charges — $51,685.48: 

Replacement  Jobs  in  Process — $6,524.48: 

Replacement  jobs  in  process  June  30,  1935,  are  represented  by  this  sum. 
Purchase  Order  and  Contract  Liability  (Contra) — $45,161.00: 

In  order  to  reflect  all  encumbrances  of  Municipal  Railway  funds,  the 
amount  of  outstanding  purchase  orders,  service  orders,  and  contract  liabili- 
ties, as  per  the  Controller’s  funding  records,  has  been  set  up  on  the  balance 
sheet,  EXHIBIT  “A”,  under  the  caption,  “Accounts  Payable”.  A number  of 
these  items  had  not  been  entered  in  the  Municipal  Railway  proprietary 
accounts  as  of  June  30,  1935,  the  total  of  which  aggregated  $45,161.00.  For 
this  reason  it  was  necessary  to  set  up  the  latter  amount  as  a contra  debit. 


Bonded  Debt  Unmatured — $1,800,000.00: 

The  following  is  a recapitulation  by  issues  of  the  railway  funded  debt: 


Geary  Street,  4 %%  of  1910.  .$1,900,000.00 
Market  Street,  4y2%  of  1910.  81,000.00 

Municipal  Ry.,  5%  of  1913...  3,500,000.00 


1934-35  6-30-35  Maturity 

P 95,000.00  7-1-34 

6,000.00  7-1-34 

100,000.00  $1,800,000.00  12-1-52 


The  outstanding  indebtedness  was  reconciled  with  the  Controller’s  records. 
Examination  of  bonds  canceled  during  the  period  was  performed  in  con- 
nection with  the  independent  audit  of  the  Controller’s  office. 


Bonded  Debt  Matured — $700.00: 

As  of  June  30,  1935,  bonds  in  the  sum  of  $700.00  of  the  Municipal  Railway 
issue  of  1913  had  matured,  but  were  not  presented  for  payment. 


Bond  Interest  Accrued,  Not  Due — $7,500.00: 

This  amount  represents  interest  accrued  but  not  due  for  the  month  of  June, 
1936,  on  the  outstanding  balance  of  the  Municipal  Railway  issue  of  1913. 
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Matured  Coupons  Not  Presented  for  Payment — $15,550.00: 

Interest  coupons  matured  but  unpaid  on  June  30,  1935,  comprise  this  bal- 
ance. Segregated  as  to  issues  they  are  as  follows: 


Geary  Street  issue  of  1910 $ 22.50 

Market  Street  issue  of  1910 22.50 

Municipal  Railway  issue  of  1913 15,505.00 


$15,550.00 


These  amounts  also  were  reconciled  with  the  City  Controller’s  records. 
Examination  of  the  coupons  canceled  during  the  current  period  was  made  in 
connection  with  the  audit  of  the  Controller’s  records. 


Accounts  Payable: 

Purchase  Orders — $59,684.84: 

Service  Orders— $10,216.97: 

Retirement  System — $17,200.00: 

As  stated  in  the  foregoing  comments,  these  items  represent  the  Municipal 
Railway  liability  for  purchases  and  contracts  as  reflected  by  the  Controller’s 
funding  records. 

Warrants  Outstanding — $101,304.95: 

This  sum  represents  outstanding  warrants  which  had  not  been  presented 
for  payment  on  June  30,  1935.  The  outstanding  items  were  reconciled  with 
the  Controller’s  records. 

Interfund  Accounts  Payable — $81,352.43: 

This  item  consists  of  the  following: 

Due  general  fund  (for  reimbursement  of  power  bills 


paid)  $69', 886.58 

Due  various  city  departments 11,465.85 


$81,352.43 


Reserve  for  Accidents — $5,968.55: 

The  following  is  a summary  of  transactions  affecting  this  reserve  during 
the  current  fiscal  year: 

Balance,  June  30, 1934 $ 8,029.83 

Additions  to  reserve,  3%  of  gross  revenue  in  accordance 

with  Ordinance  No.  8570,  N.  S 90,942.69 

$82,912.86 

Less:  Injuries  and  damages  (expenses  and  claims) ....  76,944.31 
Balance,  June  30,  1935 $ 5,968.55 


A reconciliation  of  the  balance  June  30,  1935,  shows  the  undermentioned 


items : 

Accident  reserve  fund  cash $6,881.50 

Due  Municipal  Railway  operating  fund 912.95 


$5,968.55 
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The  following  tabulation  is  given  as  a commentary  on  the  adequacy  of  the 
reserve: 


Year 

Bor 

Other  Credits 

t= 

May  1,  1926,  Transferred 

from 

old  Depreciation  Fund.. 

$100,000.00 

$100,000.00 

May  1,  to  June  30,  1926. . . 

$ 14,066.28 

$ 9,457.00 

104,609.28 

1926-27  

84,954.69 

15.05 

72,774.20 

116,774.72 

1927-28  

157.21 

123,181.59 

80,296.90 

1928-29  

105,893.63 

61,456.60 

1929-30  

89,224.43 

103,384.68 

47,296.35 

1930-31  

126,344.29 

6,881.60 

1931-32  

79,733.87 

96,294.08 

9,678.71 

1932-33  

57,875.01 

2,961.28 

1933-34  

71,094.81 

82,085.92 

8,029.83 

1934-35  90,942.69  76,944.31  5,968.55 

Totals  $760,061.10  $100,142.16  $854,234.71 


During  the  current  period  the  a 
2 %'%.  to  3%  of  gross  earninf 


3 increased  from 


The  following  is  an  analysis  of  claims  and  expenses  paid. 
Injuries  and  Damages: 

Personal  $ 48,156.45 

Property 3,049.73 

Salaries  16,883.23 

Medical  Attention  and  Miscellaneous 8,854.90 


$ 76,944.31 


Surplus — $3,664,86 1 .95 : 

The  following  is  an  analysis  of  surplus  as  reflected  by  EXHIBIT  “A”: 


Contributed  Surplus: 

General  Taxes $1,496,216.19 

Donated  Equipment  ■ • 24,000.00 

Premium  on  Bonds  Sold 26,000.38 

Net  Income  from  Operations  (EXHIBIT  “C”) 2,118,645.38 

Provision  for  Comparative  Charges  5,652,906.67 


$9,317,768.62 

Less  Provision  for  Comparative  Charges: 


Taxes  $5,538,417.64 

Insurance  114,489.03  5,652,906.67 


Balance,  June  30,  1935 
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General  Taxes— $1,496,216.19: 

The  item  General  Taxes  represents  net  contributions  from  the  General 
Fund  of  the  City  and  County  of  San  Francisco  to  the  Municipal  Railway  for 
the  following: 


Interest  on  Bonded  Debt,  1910-1915 $ 239,901.83 

Cost  of  Bond  Elections,  1909-1913 29,628.54 

Salaries  of  Employees  37,022.10 

West  Portal  Avenue  Improvement  15,180.21 

Street  Improvement,  St.  Francis  Circle 18,551.41 

Crane  Transferred  from  High  Pressure  System 1,200.00 

Bond  Interest  and  Redemption  and  Operating  Expenses,  Years 
1930-34  1,236,855.83 


$1,678,339.92 

Less  Advances  to  the  General  Fund  Charged  Off: 

Twin  Peaks  Tunnel $32,152.53 

Stockton  Street  Tunnel  48,971.20 

Ocean  Shore  Railway  Switching 1,000.00  82,123.73 


Net  Contributions  from  General  Fund $1,496,216.19 


Donated  Equipment — $24,000.00: 

Three  Pierce  Arrow  buses  donated  by  the  residents  of  Westwood  Park  are 
represented  by  this  amount. 

Premium  on  Bonds  Sold — $26,000.38: 

This  sum  was  received  during  the  years  1913  and  1914  and  represents 
premium  on  bonds  sold  at  that  time.  Inasmuch  as  the  premium  was  nominal 
the  entire  amount  was  credited  to  surplus. 

Net  Income  from  Operations — $2,118,645.38: 

This  amount  represents  the  net  income  of  the  Municipal  Railway  from  its 
inception  to  June  30,  1935,  before  deducting  comparative  charges  as  reflected 
by  EXHIBIT  “C”.  Comments  made  in  this  report  under  the  caption,  “Re- 
serve for  Accrued  Depreciation”,  regarding  depreciation  accrued  for  the  cur- 
rent year,  have  a direct  bearing  upon  earnings. 

Provision  for  Comparative  Charges — $5,652,906.67: 

Taxes— $5,538,417.64: 

The  provisions  of  the  charter  of  the  City  and  County  of  San  Francisco 
require  the  reports  of  the  Municipal  Railway  to  reflect  the  charges  for  taxes 
and  insurance  which  would  have  to  be  paid  if  the  railway  were  privately 
owned.  The  following  taxes  have,  therefore,  been  set  up  and  are  reflected  in 
surplus  as  hereunder: 


Kind  of  Tax  Rate  Used  Current  Year  Total 

Federal  Income  Tax  $ 13,270.61 

State  Tax 4%%  of  Gross  Receipts  $128,835.47  3,102,272.29 

City  and  County  Franchise  4 and  5%  of  Receipts  146,199.91  2,355,783.49 

Car  License $15.00  per  Car  3,510.00  67,091.25 


Totals  $278,545.38  $5,538,417.64 


No  federal  income  tax  has  been  set  up  for  many  years  for  the  reason  that 
after  taking  other  comparative  charges  into  consideration  no  such  tax 
was  due. 

Federal  capital  stock  taxes  have  not  been  set  up  because  they  would  not 
be  applicable. 
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State  taxes  on  gross  receipts  have  been  set  up  annually;  the  accrual  for 
the  last  year  being  on  the  basis  of  4%%.  The  adoption  of  Senate  Consti- 
tutional Amendment  30  had  the  effect  of  discontinuing  the  taxation  of  public 
utilities  by  the  state  and  beginning  with  the  current  assessment  roll  the 
properties  of  such  utilities  will  be  taxed  locally. 

Inasmuch  as  the  City  and  County  of  San  Francisco  will  begin  levying  taxes 
on  utility  property  for  the  fiscal  year  beginning  July  1,  1935,  the  gross  re- 
ceipts accrual  as  set  up  for  the  present  year  has  not  been  disturbed. 

Beginning  July  1,  1935,  however,  a new  accrual  basis  upon  the  amount  of 
ad  valorem  taxes  which  the  Municipal  Railway  would  have  to  pay  on  a 
comparable  basis  should  be  established.  Before  this  can  be  done  it  will  be 
necessary  for  the  public  utilities  commission,  using  the  basis  followed  by  the 
State  Board  of  Equalization  in  valuing  the  property  of  the  Market  Street 
Railway  Company,  to  determine  the  assessed  value  of  the  property  for 
purposes  of  taxation. 

Insurance — $1 14,489.03 : 

Comparative  fire  insurance  charges  have  been  set  up  based  on  the  rate  of 
40c  per  $100.00  of  valuation  of  street  cars  and  buses. 


OPERATING  INCOME 

EXHIBIT  “B”  reflects  the  result  of  operations  for  the  fiscal  year  ended 
June  30,  1935,  and  EXHIBIT  “C”  sets  forth  a comparative  analysis  of  opera- 
tions since  the  inception  of  the  Railway  in  1912  as  well  as  a comparison  of 
the  years  1933-34  and  1934-35.  A summary  of  the  latter  comparison  is  given 
hereunder: 

Increase  or 

Year  1933-34  Year  1934-35  Decrease* 

Income: 

Passenger  Revenue  $2,819,548.83  $3,008,011.18  $188,462.35 

Miscellaneous  Revenue  24,243.62  23,411.71  831.91* 


Total  Revenue  $2,843,792.45  $3,031,422.89  $187,630.44 

Operating  Expense: 

Way  and  Structures $ 130,453.48  $ 145,350.48  $ 14,897.00 

Equipment  165,886.32  185,463.50  19,577.18 

Power  458,179.99  473,282.93  15,102.94 

Conducting  Transportation  1,545,931.91  1,664,558.41  118,626.50 

General  and  Miscellaneous 173,804.67  176,817.74  3,013.07 

Transportation  for  Investment 852.00  1,195.00  343.00* 


Total  Expense  $2,473,404.37  $2,644,278.06  $170,873.69 


Provision  for  Reserves: 

Depreciation  $ 52,606.00  $ 100,000.00  $ 47,394.00 

Accident  71,094.81  90,942.69  19,847.88 


Total  Reserves  

...$ 

123,700.81  $ 

190,942.69  $ 67,241.88 

Total  Expense  and  Reserves . . . 

...$2,597,105.18  $2,835,220.75  $238,115.57 

Net  Income  for  Operations 

Non-Operating  Income  

-.-$ 

246,687.27  $ 
20,819.76 

196,202.14  $ 
21,176.97 

50,485.13" 

357.21 

Deductions  from  Gross  Income... 

$ 

267,507.03  $ 
101,629.09 

217,379.11  $ 
95,133.80 

50,127.92" 

6,495.29" 

Net  Income  before  Comparative 
Charges  


.$  166,877.94  $ 122,246.31  $ 43,632.63* 
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GENERAL 

The  accounts  of  the  Railway  are  kept  in  a manner  prescribed  by  the  Inter- 
state Commerce  Commission  and  are  maintained  in  excellent  condition. 

During  the  course  of  our  audit  full  cooperation  and  assistance  was  given 
us  by  the  expert  of  the  Grand  Jury  of  the  City  and  County  of  San  Francisco 
for  which  we  wish  to  express  our  appreciation. 


EXHIBIT  “A” 

MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 
BALANCE  SHEET 
As  at  June  30,  1935 
ASSETS 


Fixed  Capital: 

Road  and  Equipment,  Schedule  #1  $9,530,683.39 

New  Construction  in  Progress 19,508.54 

General  Expenditures  324,872.84 


$9,875,064.77 

Less:  Reserve  for  Accrued  Depreciation,  Road 
and  Equipment,  Schedule  #2  5,236,779.00  $4,638,285.77 

Cash: 

On  Deposit  with  Treasurer 
Revolving  Fund  


.$  893,530.05 

4,000.00  897,530.05 


Accounts  Receivable  

Interfund  Accounts  Receivable: 
General  City  and  County 


Deferred  Charges: 

Materials  and  Supplies $ 167,529.27 

Other  Deferred  Charges  51,685.48 


5,240.08 

4,311.71 

219,214.75 


Total 


$5,764,582.36 


LIABILITIES 

Bonded  Debt: 

Issue  of  December  1,  1913,  Due  1935-52 $1,800,000.00 

Matured  Bond  Not  Presented  for  Payment 700.00  $1,800,700.00 


Bond  Interest  Payable: 

Accrued,  Not  Due $ 7,500.00 

Matured  Coupons  Not  Presented  for  Payment. .. . 15,550.00  23,050.00 


Accounts  Payable: 

Purchase  Orders  $ 59,684.84 

Service  Orders  10,216.97 

Employees  Retirement  System 17,200.00 

Warrants  Outstanding  101,304.95 


Interfund  Accounts  Payable: 


General  City  and  County 81,352.43 

Reserve  for  Accidents 5,968.55 

Deferred  Credits 242.67 

Surplus  3,664,861.95 


Total 


$5,764,582.36 


Amo„„t  Amount  %5*f  Amount  is'  Amount 
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EXHIBIT  “D” 

MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 

STATEMENT  OF  BUS  LINE  OPERATIONS 
For  the  fiscal  year  ended  June  30,  1935 


Particulars 

Combined 

Rout 

Embarcadero 

Others 

Revenues : 

Passenger  Revenue  

$102,617.15 

$36,283.10 

$66,334.05 

Revenue  Credits: 

Quartermaster  Tickets  

47.95 

47.95 

School  Tickets 

3,503.83 

20.35 

3,483.48 

Special  Tickets  

94.65 

20.95 

73.70 

Local  Transfers  

30,174.80 

30,174.80 

Total  Revenue  

$136,438.38 

$36,324.40  $100,113.98 

Operating  Expenses: 

Repairs,  Painting,  etc 

.$  19,992.49 

$ 4,377.54 

$ 15,614.95 

Tires,  Including  Repairs  

9,011.25 

1,972.82 

7,038.43 

Gasoline  and  Oil  

. 25,397.75 

5,553.14 

19,844.61 

Cleaning,  Washing  and  Servicing 

. 14,212.75 

3,112.77 

11,099.98 

Conductors’  and  Chauffeurs’  Salaries  and 

Wages  

. 52,716.10 

12,352.86 

40,363.24 

Depreciation  of  Buses  and  Equipment. 

. 15,284.47 

5,095.89 

10,188.58 

Loss  on  Buses  Retired  

200.00 

200.00 

Proportion  of  General  Expense: 

Insurance  

. 15,029.18 

3,286.08 

11,743.10 

Administrative  Salaries  

. 8,970.00 

1,960.90 

7,009.10 

Pension  Fund  Payment 

3,636.98 

795.19 

2,841.79 

Equipment  Rental  

1,310.40 

1,310.40 

Garage  Rental  

2,771.26 

625.25 

2,146.01 

Storeroom  Expense  

. 4,161.05 

911.03 

3,250.02 

Stationery  and  Printing 

780.00 

65.52 

714.48 

Total  Expenses  

.$173,473.68 

$40,108.99 

$133,364.69 

Loss  from  Operations 

.$  87,085.30 

$ 3,784.59 

$ 33,250.71 

Add:  Interest  on  Investment 

8,876.50 

752.49 

8,124.01 

Net  Loss  for  Period $ 45,911.80  $ 4,587.08  $ 41,374-72 


FRANCISCO 
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SCHEDULE  No.  2 

MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 
ANALYSIS,  RESERVE  FOR  DEPRECIATION 


$ 


OV,  1*03 

SL 


24,291.63  $ 2,287.30 

146,458.00  14,691.43 


187,567.61  38,032.38 


218,247.05  51,130.43 

226,063.53  51,790.20 


22,004.33  $ 887,741.07 
131,766.57  2,506,629.27 

149,535.23  2,693,316.20 

192,927.83  2,946,048.47 

107.929.32  3,386,455.14 

167,116.62  3,657,705.59 

174.273.33  3,933,344.91 


307,446.06 

310,748.77 

327,203.43 

361,761.63 

379,157.68 


254.047.02 

281,373.60 

283,536.12 

285.893.02 

286,994.49 


3,971,484.49 


62,666.43 

73,409.56 

78,927.16 


113.718.19 

118.475.19 


117.388.73 

106.494.73 


264,537.00 


4,154,343.16 

4,295,786.51 


317,943.60 

148,658.65 

140,328.83 

145,348.49 

165,730.92 

165,104.90 

168,504.29 

180,499.76 


4,664,565.16 

4,772,312.31 

4,854,615.62 


52,606.00  39,805.42  12,800.58  5,581,638.33 

100,000.00  41,452.11  58,547.89  5,529,494.42 


Totals.  .$5,621,156.16  $1,587,963.95  $4,033,192.21 


Deduct: 


125,020.26  384,377.16 
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SCHEDULE  No.  3— SHEET  1 
MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 

STATEMENT  OF  OPERATING  EXPENSES  BY  PRIMARY 
ACCOUNTS  AS  PRESCRIBED  BY  THE  INTERSTATE 
COMMERCE  COMMISSION 
For  the  fiscal  year  ended  June  30,  1935 

Account 

Number  Description  Amount  Total 

Way  and  Structures: 

1 Superintendence  of  Way  and  Structures..?  12,803.93 

2 Ballast  81.32 

3 Ties  601.93 

4 Rails  1,829.75 

5 Rail  Fastenings  and  Joints 5,830.49 

6 Special  Work 5,045.08 

8 Track  and  Roadway  Labor 53,868.91 

9 Miscellaneous  Track  and  Roadway  Expense  4,713.70 

10  Paving  11,152.27 

11  Cleaning  and  Sanding  Track 23,983.62 

13  Tunnels  and  Subways 860.47 

16  Crossings,  Fences,  and  Signs 406.67 

17  Signal  and  Interlocking  Apparatus 340.94 

18  Telephone  and  Telegraph  Lines 10.58 

20  Poles  and  Fixtures 2,482.34 

21  Underground  Conduit  92.60 

22A  Overhead  Feeders  98.95 

22B  Underground  Feeders 389.82 

22C  Track  Bonding 579.26 

22D  Overhead  Trolley  18,353.05 

23  Miscellaneous  Electric  Line  Expense 31.92 

24C  Car  Houses 625.21 

24D  Shops  30.41 

24E  General  Offices  76.08 

24F  Station  and  Waiting  Rooms  and  Platforms  813.66 

24H  Miscellaneous  Buildings  and  Structures. . . 347.52 


Total  Way  and  Structures $145,350.48 

Equipment: 

29  Superintendence  of  Equipment $ 2,732.50 

30  Passenger  Cars  119,055.79 

32  Service  Equipment 77.36 

33  Electric  Equipment  of  Cars 27,036.98 

36  Shop  Equipment  783.48 

37  Shop  Expenses  5,126.91 

38  Vehicles  1,120.07 

39A  Repairs  to  Motor  Buses  Owned 7,720.23 

39B  Painting  Buses  1,150.46 

39C  Chassis,  Labor  and  Material,  Buses 4,243.85 

39D  Bus  Tires  including  Repairs 9,011.25 

39E  Bus  Body  Repairs 2,682.39 

39F  Bus  Collision  Expense 94.52 

39G  Transmission  Labor  and  Materials,  Buses.  2,280.64 

39H  Brake  Work,  Buses 1,820.40 

41C  Loss  on  Equipment  Retired,  Service  Equip- 
ment   326.67 

41G  Loss  on  Equipment  Retired,  Buses 200.00 


Total  Equipment $185,463.60 
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SCHEDULE  No.  3— SHEET  2 
MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 

STATEMENT  OF  OPERATING  EXPENSES  BY  PRIMARY 
ACCOUNTS  AS  PRESCRIBED  BY  THE  INTERSTATE 
COMMERCE  COMMISSION  (Continued) 

For  the  fiscal  year  ended  June  30,  1935 

Account 

Number  Description  Amount  Total 

Power : 

45  Superintendence  of  Power $ 593.10 

47  Power  Plant  Equipment 74.95 

59  Power  Purchased  468,142.01 

59 A Power  Purchased  for  Lighting  Car  Barns.  2,989.38 
59B  Power  Purchased  for  Lighting  Tunnels...  1,483.49 


Total  Power  $473,282,93 

Conducting  Transportation : 

63  Superintendence  of  Transportation $ 92,934.13 

64A  Conductors  672,865.50 

64B  Motormen  643,336.25 

66  Miscellaneous  Car  Service  Employees 8,293.45 

67B  Lubricants  and  Waste 2,218.02 

67C  Special  Agents  and  Fare  Registers 3,885.57 

67D  Incandescent  Lamps 1,217.02 

67E  Miscellaneous  Car  Service  Expense 1,520.95 

68  Station  Employees  10,562.71 

69  Station  Expenses  ' 1,925.74 

70  Car  House  Employees 124,087.24 

71  Car  House  Expenses 4,655.59 

73  Operation  of  Telephone  and  Telegraph 

Lines  4,175.09 

78  Miscellaneous  Transportation  Expenses...  554.55 

78A  Gasoline,  Buses  23,750.51 

78B  Oil,  Buses  1,647.24 

78C  Conductors  and  Chauffeurs,  Buses 52,716.10 

78D  Greasing  and  Servicing  Buses 10,916.20 

78E  Cleaning  and  Washing  Buses 3,296.55 


Total  Conducting  Transportation..  1,664,558.41 

General. and  Miscellaneous: 

83  Salaries  and  Expenses,  General  Officers... $ 15,459.96 

84  Salaries  and  Expenses,  General  Office 

Clerks  16,254.70 

85  General  Office  Supplies  and  Expenses 2,997.37 

88  Pensions  and  Gratuities 92,566.88 

88A  Pension  Costs,  Buses 3,636.98 

89  Miscellaneous,  General  Expense 5,079.58 

89A  Administration,  Buses  8,970.00 

92D  Compensation  Payments  to  Employees....  8,222.55 
93A  Insurance  75.47 

94  Stationery  and  Printing 4,663.18 

94A  Tickets  and  Transfers 8,232.66 

95  Store  Expenses  2,621.78 

96  Garage  and  Stable  Expense 2,857.96 

97  Rent  of  Tracks  and  Terminals 4,466.17 

98A  Garage,  Shop,  Office  and  Equipment  Rental, 

Buses  712.50 


Total  General  and  Miscellaneous..  176,817.74 

Transportation  for  Investment,  Credit 1,195.00 


Total  Operating  Expenses $2,644,278.06 
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City  and  County  of  San  Francisco 
OFFICE’  OF  THE  CONTROLLER 


November  1,  1936. 

To  His  Honor,  Mayor  Angelo  J.  Rossi,  and  The  Honorable  the  Board  of 
Supervisors,  City  and  County  of  San  Francisco. 

Gentlemen: 

The  Annual  Report  of  the  Controller  for  the  fiscal  year  ended  June  30, 
1936,  is  presented  herewith,  in  accordance  with  the  provisions  of  Section 
65  of  the  Charter. 

The  accounts  of  the  Controller,  in  conformity  with  Section  68  of  the 
Charter,  were  audited  by  Lybrand,  Ross  Brothers  and  Montgomery  by  di- 
rection of  the  Board  of  Supervisors. 

By  direction  of  the  Controller,  and  pursuant  to  the  provisions  of  Ordi- 
nance 9.0621  and  Section  66  of  the  Charter,  the  following  audits  were  made 
by  the  firms  indicated  coordinating  with  the  Controller’s  audit  staffs:  Hetch 
Hetchy  Water  Supply  and  Power  Project  by  F.  W.  Lafrentz  & Co.,  Bullock, 
Kellogg  & Mitchell;  Municipal  Railway  of  San  Francisco  by  Lybrand,  Ross 
Brothers  and  Montgomery;  San  Francisco  Water  Department  by  John  F. 
Forbes  & Company;  Retirement  System  by  John  F.  Forbes  & Company,  and 
San  Francisco  School  Department  by  Victor  Aaron,  Jones  and  Company. 

There  was  a substantial  performance  by  the  Controller’s  audit  staff  of 
general  City  and  County  audits;  however,  certain  restrictions  were  appar- 
ent, primarily  due  to  the  following  reasons: 

1.  The  number  of  special  assignments  and  investigations  performed 
by  this  division. 

Reference  in  this  connection  is  made  to  the  problem  of  Unemploy- 
ment Relief.  It  was  necessary  for  the  Supervisor  of  General  City  and 
County  Audits,  representing  the  Controller,  to  attend  many  meetings 
called  by  the  Governor  of  the  State,  concerning  a program  of  proposed 
relief  integration,  and  also  to  participate  in  a similar  capacity  in 
statewide  meetings  held  by  the  several  Supervisors’  organizations. 

The  product  of  this  labor  was  beneficial,  inasmuch  as  it  precluded 
an  attempted  return  of  the  employable  relief  costs  from  the  state  to 
the  counties,  and  will  result,  we  believe,  in  a sound,  long-term  relief 
program  to  be  presented  to  the  Legislature  of  the  State  of  California 
at  the  next  session. 

The  participation  by  the  City  and  County  in  the  benefits  of  the 
Social  Security  Act  presented  an  additional  problem  which  has  been 
met  by  this  division. 

2.  The  survey  of  the  audit  requirements  of  the  several  larger  City 
and  County  departments  was  not  completed  until  after  the  budget 
had  been  adopted.  This  survey  disclosed  the  necessity  of  augmenting 
the  permanent  audit  staff  for  the  performance  of  these  audits. 

3.  The  length  of  time  required  to  install  and  to  educate  depart- 
ments to  new  systems  of  procedure. 

In  our  report  to  you  of  last  year,  we  pointed  out  the  following: 

“We  have  also  made  a survey  of  cost  and  functional  departmental 
accounting,  pursuant  to  the  provisions  of  Section  64  of  the  Charter. 
The  purpose  of  departmental  functional  and  cost  accounting  is  for  the 
promotion  of  departmental  efliciency  at  a minimum  cost.  Functional 
or  cost  accounting  could  give  the  desired  information  for  control  in 
certain  departments,  while,  in  other  departments,  where  the  perform- 
ance is  restricted,  the  desired  result  could  be  best  obtained  through 
a departmental  survey  and  time  study  of  the  work  involved  and  the 
maintenance  of  requisite  work  schedules. 
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“Our  experience  and  observation  in  departments  generally  lead  us 
to  believe  that  the  full  benefits  of  such  installations  may  not  be  se- 
cured unless: 

“(1)  Employments  from  proper  classifications  are  used  for  the 
maintenance  of  these  records; 

"(2)  Jurisdiction  for  the  direction  and  supervision  of  the  work 
rests  with  the  proper  financial  officer; 

“(3)  A section  is  added  to  the  Administrative  Code  pursuant  to 
the  provisions  of  Section  64  of  the  Charter,  establishing  the  authority 
and  direction  for  the  preparation  of  the  systems  and  procedures  re- 
quired to  effect  the  purposes  hereinabove  recited  and  making  such 
systems  and  procedures,  when  established,  a part  thereof.” 

This  recommendation  was  effected  in  one  of  the  major  departments,  and 
we  feel  that  the  performance  thereunder  will  justify  the  expansion  of  this 
principle. 

The  scope  of  the  detailed  audits  of  the  utilities  by  the  Controller’s  audit 
staff  was  limited.  The  division  of  utility  audits  was  charged  with  the 
multiple  duties  imposed  on  this  office  in  connection  with  the  various  Public 
Works  Administration  projects.  To  this  division  also  fell  the  task  of  com- 
piling the  original  applications  for  grant,  concluding  the  arrangements  for 
financing  the  various  projects,  making  a detailed  analysis  of  the  required 
contractual  relationships,  and  performing  the  resulting  audits  which  are 
regulated  by  Charter  and  State  law  requirements,  and  also  by  federal  regula- 
tions. If  the  Public  Works  Administration  program  continues  at  its  present 
volume,  this  force  will  unquestionably  have  to  be  augmented,  if  we  are  to 
perform  all  of  the  detailed  duties  imposed  under  Section  66  of  the  Charter. 

We  believe  that  the  systems  installed  by  this  office  provide  for  a sub- 
stantial performance  of  financial  management  and  financial  control,  and 
we  are,  at  the  present  time,  engaged  in  the  preparation  of  requisite  systems 
to  effect  a more  accurate  recordation  and  control  of  the  custodianship  of 
value. 

Pursuant  to  the  provisions  of  Section  64  of  the  Charter,  considerable 
progress  was  made  during  the  year  in  the  development  of  systems  of 
internal  check  and  in  the  determination  of  units  of  cost  of  all  departments. 

Detail  sheets  have  been  installed  to  carefully  analyze  and  record  the 
audit  performance  required  for  each  type  of  document  which  is  presented 
for  payment.  In  the  installation  of  this  procedure  we  look  for  the  develop- 
ment of  intimate  knowledge  of  task  specialization  and  dexterity. 

This  office  has  analyzed  and  prepared  the  studies  and  reports  of  the 
financial  data  necessary  to  determine  the  cost  of  regulation,  inspection  and 
service,  and  the  fees  to  be  charged  therefor,  as  provided  for  in  Section  24 
of  the  Charter  and  Bill  9545,  Ordinance  9132,  N.  S. 

Our  experience  in  connection  with  the  Milk  Inspection,  Meat.  Inspection, 
Building  Inspection,  Electrical  Inspection  Ordinances,  etc.,  has  shown  the 
necessity  for  a specialized  permanent  employment  for  the  continuance  of 
these  analyses,  studies  and  reports. 

The  tax  charge  for  the  fiscal  year  1935-36  amounted  to  $30,634,662.  As 
at  June  30,  1936,  there  remained  uncollected  $612,784.  or  2 per  cent  of  the 
levy.  As  at  the  same  date,  general  fund  revenues  other  than  taxes  aggre- 
gating $830,714.  had  not  been  received.  This  amount  represents  22.73  per 
cent  of  $3,G55.123,  the  total  revenues  other  than  taxes  for  the  general  fund 
for  the  year  being  reported. 

Despite  this  revenue  delinquency,  the  budget  was  balanced  on  a cash 
basis.  This  was  made  possible  through  loans  from  the  Cash  Reserve  Fund 
In  anticipation  of  the  collection  of  revenues. 

The  Cash  Reserve  Fund  shows  a total  of  $2,929,989.94,  the  detail  of 
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which  appears  in  the  schedule  below.  This  fund  was  created  by  amend- 
ments to  Sections  80  and  81  of  the  Charter,  which  were  initiated  by  this 
office. 

Cash  Reserve  Fund  Resources — June  30,  1936 

Available  Cash  $ 114,280.15 

Cash  loaned  to  Capital  Funds $1,046,139.23 

Cash  loaned  to  Current  Funds 932,761.34 

1,978,900.57 

Taxes  and  Other  Revenues  Receivable 836,809.22 


Total  Resources  $2,929,989.94 


The  Board  of  Supervisors,  concurring  with  the  recommendation  expressed 
in  the  Controller’s  Report  for  the  fiscal  year  ended  June  30,  1935,  author- 
ized, and  the  Mayor  appointed  a committee  to  study  Charter  and  State  law 
provisions  for  recommendations  as  to  additional  requirements  and  clarifica- 
tion of  the  existing  structure.  This  committee  has  met  and  is  analyzing 
the  problems.  We  believe  the  products  of  its  efforts  will  prove  of  a decided 
service. 

The  Tax  and  Legislative  Committee  which  was  created,  on  my  recom- 
mendation, by  Resolution  No.  1328,  has  been  continued  by  the  present  Board 
of  Supervisors.  During  the  interim  period  between  sessions,  it  has  been 
in  constant  contact  with  the  fiscal,  legal  and  legislative  representatives  of 
other  communities,  discussing  current  legislative  problems  and  planning 
recommendations  in  connection  with  the  coming  session  of  the  Legislature. 

Yours  very  truly, 


LEONARD  S.  LEAVY, 

Controller. 


ASSESSMENT  ROLL 
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Note  “A”. 
Charter  Manc 

Parks 

Playgrounds 

Libraries 

Employees  Retirement 
Other 

Total 


$2,122,609 


Note“B" 

Function  IVIandatory 
Amount  Controllable 

•F^pC  n Department  $ 3,369,140 

Mre  Department 

Health  Department  2 159 710 

Widows,  Aged,  Blind  Pensions  835’000 
Dependent  Poor  800000 

Other  Departments  1 161485 


Note“C” 

Self  Sustains 
Public  Utilities 


Note  “0” 

Controllable 

Health  Department  $ 721,052 

Lighting  785,500 

btreet  Repair  and  Improvement  971,650 
General  Departments  Expense  4,687770 
$ 7,165972 

Leonard  S,  Leavy: 

' Controller 
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DISTRIBUTION  OF  TAX  DOLLAR 

CITY  AND  COUNTY  OF  SAN  FRANCISCO 


Leonard  S.  Leavy 
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TAX  LEVIES 

Fiscal  Years  1930-31  to  1935-1936,  Inclusive 
Showing  Tax  Delinquency  at  June  30,  1936. 


Uncollected  June  30,  1936 

Fiscal  Tear  Total  Levy  Amount  % 

1930- 1931 $ 33,177,550.65  $ 86,505.46*  .261 

1931- 1932 32,714,463.72  81,363.46  .249 

1932- 1933 31,752,725.86  405,292.43  1.276 

1933- 1934 26,583,269.62  470,747.92  1.771 

1934- 1935 28,808,182.68  405,138.32  1.406 

1935- 1936 30,634,662.45  612,784.06  2.00 


Total $183,670,854.98  $2,061,831.65  1.123 


♦Includes  Delinquent  Taxes  for  Fiscal  Year  1930-1931  and  Those  of  Prior 
Years. 


COMPARISON  OF  PERCENTAGES  OF  TAX  DELINQUENCY 
AVERAGE  OF  9 CITIES  OF  OVER  600,000  POP. 
WITH 

CITY  AND  COUNTY  OF  SAN  FRANCISCO 


LEONARD  S.  LEAVY 
CONTROLLER 
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CITY  AND  COUNTY  Of  SAN  FRANCISCO 

Semi-Annual  Comparison  of  the 
NUMBER  OF  PERSONS  RECEIVING  NEEDY  AGED  AID 

FOR  THE  YEARS  INDICATED 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 

Semi-Annual  Comparison  of  the 
Number  of  Persons  Receiving  Needy  Blind  Aid 

FOR  THE  YEARS  INDICATED 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 

Semi- Annual  Compari son  of  the 

NUMBER  OF  PERSONS  RECEIVING  AID  THROUGH  JUVENILE  COURT 

FOR  THE  YEARS  INDICATED 
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Lybrand,  Ross  Bros.  & Montgomery 

ACCOUNTANTS  AND  AUDITORS 
2 Pine  Street 
San  Francisco 


October  16,  1936. 

To  the  Honorable  Board  of  Supervisors,  City  and  County  of  San  Francisco, 
San  Francisco,  California. 

Dear  Sirs:  In  accordance  with  your  resolution  No.  2676,  adopted  July  7, 

1936,  we  have  examined  the  accounts  of  the  office  of  the  controller  of  the 

CITY  AND  COUNTY  OF  SAN  FRANCISCO 
for  the  year  ended  June  30,  1936,  as  hereinafter  outlined. 

Annexed  we  submit  statements  which,  subject  to  the  comments  contained 
in  the  following  paragraphs  of  this  report,  in  our  opinion,  set  forth  the 
financial  condition  of  the  municipality  as  at  June  30,  1936,  and  its  revenues 
and  expenses  for  the  year  then  ended.  These  statements  include  separate 
balance  sheets  and  income  and  surplus  accounts  of  the  municipally  owned 
public  service  enterprises,  which  reflect  the  figures  shown  by  the  audit 
reports  covering  those  units. 

Scope  of  Examination:  Section  64  of  the  charter  provides  that  the  con- 
troller shall  devise  adequate  systems  of  internal  check.  Our  review  of  the 
procedure  in  effect  in  the  various  divisions  of  the  controller’s  office,  in  con- 
nection with  our  investigation  of  the  internal  audit  and  recordation  of  reve- 
nues, expenditures,  appropriations,  and  encumbrances  indicates  that  the 
internal  -check  is  adequate. 

Section  66  of  the  charter  provides  that  the  controller  shall  audit  the 
accounts  of  all  boards,  officers,  and  employees  of  the  city  and  county  charged 
in  any  manner  with  the  custody,  collection,  or  disbursement  of  funds.  Our 
work  in  connection  with  such  accounts  as  were  audited  by  the  controller 
was,  therefore,  restricted  to  a review  of  the  reports  and  working  papers 
prepared  by  the  controller’s  audit  staff. 

Our  examination  of  the  property  accounts  was  limited  to  a review  of  the 
recorded  additions  and  retirements  for  the  year. 

We  made  a general  review  and  test  check  of  the  recorded  revenues  and 
expenditures  for  the  year.  We  also  compared  them  with  those  of  the  pre- 
ceding year  and  investigated  and  obtained  satisfactory  explanations  for  all 
substantial  fluctuations.  However,  under  the  terms  of  our  engagement 
we  did  not  examine  all  transactions  for  the  year. 

We  have  made  an  examination  of  the  special  and  trust  funds  balance 
sheet  as  at  June  30,  1936.  Under  the  terms  of  our  engagement,  however, 
we  did  not  make  a detailed  audit  of  the  transactions  of  these  funds  for  the 
year. 

The  expert  to  the  grand  jury  participated  in  the  foregoing  examinations. 
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Revenues  and  Expenditures 

A condensed  summary  of  the  general  city  and  county  revenues  and  expendi- 
tures for  the  fiscal  year  ended  June  r 
the  preceding  year,  follows: 

Revenues: 


Other  taxes  and  licenses.. 


Interest  earned.. 

Rents 

Court  fines 


tal  funds  for  bond  interest  and  redemp- 
tion   

Miscellaneous,  net  


Expenditures: 

Departmental  expenses 

Bond  redemption 

Bond  interest 

Other  interest 

Pensions  and  compensation  insurance. . 

Judgments  and  losses 

Publicity  and  advertising 

Contribution  to  Live  Stock  Pavilion 


Net  revenues.. 


3,  comparative 

with  those  of 

Fiscal  Years 

Ended  June  30 

1936 

1935 

.$30,707,927.50 

$28,929,947.58 

965,618.76 

1,340,096.64 

. 7,702,382.63 

6,819,194.58 

. 1,410,671.32 

1,263,844.36 

76,231.27 

126,640.71 

14,232.63 

13,346.30 

140,172.29 

88,475.04 

. 1,255,477.00 

1,374,941.00 

247,589.90 

184,130.55 

556,622.23 

78,369.13 

159,481.60 

$43,091,835.31 

$40,363,557.71 

.$29,752,867.59 

$28,362,052.13 

. 3,150,100.00 

3,059,100.00 

. 2,332,871.64 

2,452,506.69 

84,190.66 

108,003.22 

. 1,971,267.63 

1,443,536.13 

172,723.13 

135,631.64 

176,785.84 

207,833.71 

250,000.00 

. i, 715, 724.95 

2,199,252.95 

151,572.19 

. 2,409,969.27 

2,062,197.39 

$42,168,072.90 

$40,030,113.86 

$923,762.41 

$333,443.85 

The  foregoing  statement  does  not  include  the  operations  of  the  munici- 
pally owned  public  service  enterprises,  which  are  stated  separately  on  page 
47  of  this  report. 

Section  64  of  the  charter  provides  that  these  public  service  enterprises 
shall  keep  their  accounts  in  the  same  manner  as  privately  owned  and  oper- 
ated utilities.  Since  the  general  city  and  county  records  are  maintained  on 
a municipal  basis,  separate  accounts  are  kept  for  the  public  service  enter- 
prises and  separate  statements  of  revenues,  expenditures,  and  surplus  are 
rendered. 

The  foregoing  summary  shows  certain  substantial  fluctuations  of  revenues 
and  expenditures,  in  regard  to  which  we  submit  the  following  comments: 

Property  Taxes:  These  showed  an  increase  of  $1,777,979.92,  as  follows: 


Fiscal  year  1935-36 $30,707,927.60 

Fiscal  year  1934-35 28,929,947.58 

Increase  $ 1,777,979.92 
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The  tax  rate  for  tangible  property  for  the  fiscal  year  1935-36  was  approx- 
imately 18  cents  lower  than  the  1934-35  rate.  Comparative  details  of  the 
tax  rates  follow: 


Municipal  purposes:  1935-36  1934-35 

General  fund  (limit  $1.65  as  per  Section  78  of  the 

charter)  $1.157868  $1.227573 

General  fund,  for  expenses  not  subject  to  the  limita- 
tions of  Section  78  of  the  charter 424391  .467638 


Total  general  fund $1.582259  $1.695211 

Bond  interest  and  redemption 793233  .968989 

Employees’  Retirement  System  190532  .199551 

Park 109072  .102964 

Recreation 079584  .068826 

Relief  of  indigent  sick  and  dependent  poor 088852  .252559 

Library 050215  .049217 

Publicity  and  advertising  021566  .020417 

Tax  judgments  011405  .013564 

Emergency  Reserve  Fund 011688  .022054 

Redemption  and  interest  on  Relief  Loan  from  State  of 

California 020671  .021319 

Airport  fund 020175  

State  Emergency  Relief  Administration 026074  

Other  municipal  purposes 029827  .039017 


Total  for  municipal  purposes ..$3.035153  $3.458688 


School  taxes : 

District  school  taxes $ .633841  $ .397456 

Junior  college  012923  .012478 


Total  school  taxes $ .646764  $ .409934 

Total  tax  rates $3.681917  $3.863622 


The  tax  rates  on  tangible  property  are  based  on  budgeted  requirements. 


The  rates  on  intangible  property  are  fixed  by  state  law  as  follows: 

Per  $1,000  of 
Assessed 
Valuation 


Solvent  credits $1.00 

Stocks  and  bonds 2.00 


Commencing  with  1936-37,  stocks  and  bonds  are  not  subject  to  city  and 
county  taxes. 

A summary  of  the  assessment  rolls  follows: 

Property  assessed  by  City  and  County  Assessor : 


Tangible  property: 

Real  estate  and  improvements 

Personal  property 

$ 

1935-36 

652,714,337 

73,185,234 

1934-35 

$ 662,659,911 
76,793,422 

$ 

725,899,571 

$ 739,453,333 

Intangible  property: 

Solvent  credits  

Stocks  and  bonds 

? 

107,818,223 

170,660,505 

$ 111,675,150 
177,197,820 

$ 

278,478,728 

$ 288,872,970 
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Property  assessed  by  State  Board  of  Equalization: 

Tangible  property: 

Real  estate  and  improvements $ 

Personal  property  

$ 87,245,800 


Intangible  property: 

Solvent  credits  $ 40,443,140 

Stocks  and  bonds 8,946,840 


$ 49,389,980 


Total  property  subject  to  city  and 

county  taxes  $1,141,014,079  $1,028,326,303 


40,194,470 

47,051,330 


The  properties  assessed  by  the  State  Board  of  Equalization  had  previously 
been  taxed  by  the  state,  but  in  accordance  with  a constitutional  amendment 
(the  Riley-Stewart  Tax  Bill)  adopted  June  27,  1933,  these  properties,  effec- 
tive January  1,  1935,  became  subject  to  taxation  for  city  and  county  purposes. 

These  properties  are  described  as  follows: 

"All  pipe  lines,  flumes,  canals,  ditches,  and  aqueducts  not  entirely  within 
the  limits  of  any  one  county,  and  all  property,  other  than  franchises,  owned 
or  used  by: 

“(1)  Railroad  companies  including  street  railways,  herein  defined  to  in- 
clude interurban  electric  railways,  whether  operating  in  one  or  more  counties 

"(2)  Sleeping  car,  dining  car,  drawing-room  car,  and  palace  car  com- 
panies, refrigerator,  oil,  stock,  fruit,  and  other  car-loaning  and  other  car 
companies  operating  upon  the  railroads  in  the  state 

“(3)  Companies  doing  express  business  on  any  railroad,  steamboat,  ves- 
sel, or  stage  line  in  this  state 

“(4)  Telegraph  and  telephone  companies 

‘‘(5)  Companies  engaged  in  the  transmission  or  sale  of  gas  or  elec- 
tricity.” 

The  tax  revenue  to  the  City  and  County  of  San  Francisco  on  these  prop- 
erties for  the  fiscal  year  1935-36  amounted  to  approximately  $3,270,000. 


Other  Taxes  and  Licenses : A comparative  summary  for  the  two  years 

follows : 


Business  licenses,  etc.: 

Business  licenses  and  inspection  fees. 

Vehicle  licenses  

Beverage  licenses 

Miscellaneous 


Fiscal  Years  Ended  June  30 


1936 

$321,598.67 

46,112.16 

149,229.27 

19,528.08 


1935 

$ 519,430.39 
65,122.69 
391,882.09 
16,910.00 


Building  permits,  etc.: 
Building  permits  . . 
Marriage  licenses 
Miscellaneous  . . . 


65,175.90  36,058.90 

13,754.00  10,178.00 

22,241.17  15,514.57 


Franchise  taxes: 

The  Pacific  Telephone  and  Telegraph  Company.  260,153.24  240,000.00 

Market  Street  Railway  Co 46,933.64  45,000.00 

California  Street  Cable  Railroad  Company 20,892.63  


$965,618.76  $1,340,096.64 

■-  965,618.76 


Decrease 


Business  licenses  and  inspection  fees  showed  a decrease  of  $197,831.72 
due  to  (1)  reductions  in  license  fees  for  certain  lines  of  business,  (2)  dis- 
continuance of  license  fees  for  restaurants,  and  (3)  the  refusal  of  operators 
of  certain  lines  of  business  to  pay  license  fees  pending  determination  of 
their  legality. 

Vehicle  licenses  decreased  $19,010.53,  due  principally  to  an  injunction 
granted  in  the  Superior  Court  in  April  1935  restraining  the  city  from  en- 
forcing an  ordinance  providing  for  the  licensing  of  commercial  trucks.  Rev- 
enue from  vehicle  licenses  will  be  considerably  curtailed  until  this  matter 
has  been  adjudicated. 

Beverage  license  revenues  amounted  to  $242,652.82  less  than  those  for 
the  preceding  year,  as  follows: 

1934- 35 

1935- 36 


$242,652.82 


.$391,882.09 
. 149,229.27 


The  amount  of  $149,229.27  for  1935-36  represented  remittances  received 
from  the  state  (which  collects  these  licenses)  covering  the  nine-month  period 
from  April  1 to  December  31,  1935.  The  portion  of  these  revenues  which 
accrued  to  the  City  and  County  of  San  Francisco  for  the  first  half  of  the 
calendar  year  1936  has  not  yet  been  collected.  This  conforms  to  the  Alco- 
holic Beverage  Control  Act  of  1935,  which  became  effective  July  1,  1935, 
providing  for  annual  settlements  between  the  state  and  the  cities  and  coun- 
ties on  a calendar  year  basis.  This  repealed  the  former  law  which  pro- 
vided for  semi-annual  settlements. 

Franchise  revenue  from  the  California  Street  Cable  Railroad  Company 
covers  the  following  periods: 

From  March  23, 1931  to  December  31,  1934,  collected  in  March,  1936.  .$  14,938.22 
From  January  1,  1935  to  June  30,  1936,  pending  collection  at  the 

latter  date 5,954.41 


$ 20,892.63 


Prior  to  the  foregoing  settlement,  the  last  payment  received  from  that 
company  covered  the  calendar  year  1928. 

From  January  1,  1929  to  May  3,  1929  the  company  operated  under  its 
original  40-year  franchise,  which  expired  at  the  latter  date.  No  revenues 
were  received  for  that  period  because  of  the  operation  of  the  Statute  of 
Limitations. 

From  May  4,  1929  to  March  22,  1931  the  company  operated  by  sufferance 
and,  in  the  opinion  of  the  City  Attorney,  was  not  bound  to  pay  any  fran- 
chise tax  for  the  reason  that  it  had  no  franchise  and  could  have  been  pre- 
vented from  operating  at  any  time  had  the  city  so  desired. 

From  March  23,  1931  the  company  has  operated  under  a permit  providing 
for  the  payments  to  the  city  of  two  per  cent  of  gross  receipts  as  provided 
in  the  original  franchise. 
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Revenues  Received  Through  the  State  of  California:  A comparative  sum, 
mary  follows: 


Elementary  schools  

High  schools  

County  roads  

Special  gas  tax  street  improvement. 

Vehicle  licenses  

Orphans  and  half  orphans 

Widows’  pensions  

Needy  aged  

Needy  blind  

State  tax  refunds 

Tubercular  patients  

Fire  boats  

Federal  aid  to  high  schools 


Fiscal  Tears ' 
1936 

.$2,648,469.05 
. 1,925,058.81 
. 1,110,772.38 
. 611,715.08 

. 420,441.46 

. 143,741.28 

. 128,497.98 

. 494,237.83 

52,468.60 


77,565.50 

78,772.22 

10,642.44 


Ended  June  30 
1935 

$2,943,663.33 

2,097,235.94 

1,024,499.08 


139,474.15 

120,038.93 

217,726.81 

49,780.48 

73,305.66 

61,853.57 

83,320.41 

8,296.22 


$7,702,382.63  $6,819,194.58 

6,819,194.58  === 


Increase 


.$  883,188.05 


Special  gas  tax  street  improvement,  amount  $611,715.08,  represents  an 
apportionment  by  the  state  of  one-quarter  cent  per  gallon  of  gasoline  taxes 
collected  by  the  state  under  the  Motor  Vehicle  Fuel  License  Tax  Act.  The 
law  covering  such  apportionment  became  effective  September  15,  1935. 

Vehicle  licenses,  amount  $420,441.46,  represent  remittances  received  from 
the  state  covering  a portion  of  the  vehicle  license  fees  collected  by  the  state 
in  lieu  of  personal  property  taxes  on  automobiles  and  trucks  heretofore 
collected  locally.  The  state  returns  approximately  one-third  of  this  revenue 
to  the  cities  and  counties,  such  allocation  being  made  in  proportion  to  their 
population. 

Needy  aged  grants  in  aid  increased  $276,511.02,  as  follows: 

1935-36  $494,237.83 

1934-35  217,726.81 


Increase $276,511.02 


These  represent  state  and  federal  grants  in  aid  to  partially  reimburse 
the  city  and  county  for  the  cost  of  old  age  pensions,  which  showed  a sub- 
stantial increase  over  1934-35  principally  on  account  of  the  following: 

1.  Effective  September  15,  1935  the  age  limit  as  a condition  of  eligi- 
bility for  old  age  pensions  was  reduced  from  70  to  65  years. 

2.  Effective  April  1,  1936  the  requirements  for  residence  within  the  state 
as  a condition  of  eligibility  for  old  age  pensions  were  considerably  modified 
in  favor  of  the  needy  aged. 

State  tax  refunds  were  discontinued  with  the  return  of  utility  properties 
to  the  tax  rolls  of  the  cities  and  counties.  These  subventions  represented 
the  return  to  the  cities  and  counties  of  a portion  of  public  utility  taxes 
theretofore  collected  by  the  state. 


Departmental  Expenses:  These  expenses  increased  $1,390,815.46,  as  follows: 


General  government  

Protection  of  life  and  property 

Recreation 

Charities,  hospitals,  and  corrections. 

Education 

Conservation  of  health 

Sanitation 

Highways 

Other  


Fiscal  Tears  Ended  June  30 


1936 

$ 2,946,856.22 
7,223,154.66 
1,966,600.72 
5,579,335.79 
9,265,695.90 
573,064.84 
829,299.77 
1,176,316.42 
192,543.27 


1935 

$ 2,708,506.86 
6,891,544.03 
1,938,015.93 
5,434,810.19 
8,754,428.46 
536,912.88 
753,415.29 
1,115,753.42 
228,665.07 


$29,752,867.59  $28,362,052.13 

28,362,052.13  ■ = 

Increase $ 1,390,815.46 

A detailed  comparative  analysis  of  these  expenses  is  shown  on  pages  44 
and  45  of  this  report. 

Proprietary  Balance  Sheet  Comments 

The  following  comments  refer  to  various  items  which  appear  on  the  pro- 
prietary balance  sheet,  and  further  indicate  the  scope  of  our  examination: 

Properties:  A summary  of  the  property  accounts  is  shown  on  pqges  49 
and  50  of  this  report. 

We  examined  the  vouchers  for  the  major  additions  to  the  general  city 
and  county  properties  during  the  year  and  found  that  they  represented 
proper  capital  charges. 

Retirements  have  not  been  properly  accounted  for,  and  it  appears,  there- 
fore, that  the  property  accounts  are  overstated  in  that  they  reflect  an  accu- 
mulation of  capital  additions,  generally  without  deductions  for  retirements 
other  than  credits  for  proceeds  of  sales  and  trade-in  allowances  on  addi- 
tional equipment  purchased. 

Accounting  control  over  property  assets  is  being  established  by  the  controller. 

Cash:  Cash  on  deposit  with  the  treasurer  as  at  June  30,  1936,  amount- 
ing to  $27,007,920.45,  and  the  imprest  funds  of  the  general  city  and  county 
were  verified  by  the  controller.  Our  review  of  the  working  papers  indicated 
that  such  verification  had  been  properly  performed,  also  that  the  treasurer 
had  complied  with  Section  82  of  the  charter,  which  regulates  the  receipt, 
custody,  and  deposit  of  public  funds. 


Taxes  Receivable:  A summary  of  taxes  receivable  follows: 


Delinquent  taxes:  Secured  Unsecured 

1935-36  $ 554,811.69  $ 57,972.37  $ 

1934-35  357,230.81  47,907.51 

1933-34  254,161.45  216,586.47 

1932-33  147,944.70  257,347.73 

1931-32  63,322.48  18,040.98 

1930-31  29,722.42  19,770.82 

Prior  years  37,012.22  


Total 

612,784.06 

405,138.32 

470,747.92 

405,292.43 

81,363.46 

49,493.24 

37,012.22 


Penalties 


$1,444,205.77 

284,723.72 


$617,625.88  $2,061,831.65 

110,384.76  395,108.48 


$1,728,929.49 


$728,010.64  $2,456,940.13 


Less,  installment  collections, 


Less,  allowance  for  uncollectible  taxes, 


$2,344,277.36 

728,010.64 


$1,616,266.72 
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The  balance  of  $395,108.48,  representing  penalties  on  delinquent  taxes, 
is  subject  to  the  provisions  of  Section  3817  of  the  Political  Code  of  the  State 
of  California.  This  section,  as  amended,  waives  the  penalties  and  provides 
for  interest  at  the  rate  of  seven  per  cent  per  annum  from  July  1,  1935,  on 
the  amount  of  delinquent  taxes,  if  current  taxes  are  paid  and  the  property 
is  redeemed  prior  to  April  20,  1937,  or  if  provision  is  made  for  redemption 
in  ten  annual  installments  commencing  on  or  before  that  date.  It  is,  there- 
fore, impossible  to  determine  at  this  time  what  portion  of  the  penalties  will 
ultimately  be  collected. 

The  allowance  of  $728,010.64  for  losses  is  equal  to  the  unsecured  taxes 
and  penalties. 

Revenues  Accrued  and  Accounts  Receivable:  These  assets  consist  of  the 
following: 

State  of  California $1,227,332.13 

Franchise  revenues  262,290.63 

Accrued  interest: 

On  investment  bonds $300,326.22 

On  bank  deposits 16,320.33 


316,646.55 

Federal  Public  Works  Administration  grants  (earned  portion) . . . 42,149.29 

Miscellaneous 31,424.69 


Total,  general  city  and  county $1,879,843.29 

Accounts  receivable,  public  service  enterprises 1,765,283.12 


$3,645,126.41 


Amounts  due  from  the  State  of  California  are  herewith  detailed: 


County  roads  ••$  463,600.75 

Orphans  and  half  orphans 70,400.00 

Needy  aged  ■ ■ 293,993.54 

Motor  vehicle  tax 49,712.83 

Special  gas  tax  street  improvement 199,015.08 

Fire  boats  19,500.00 

Tubercular  patients  • • 40,000.00 

Needy  blind  26,221.60 

Widows’  pensions  ■ ■ . 64,888.33 


$1,227,332.13 


These  are  in  agreement  with  copies  of  claims  on  file  against  the  state, 
estimates  of  amounts  for  which  claims  had  not  been  submitted,  and/or 
subsequent  collections. 

Franchise  revenues  are  detailed  as  follows: 

Pacific  Telephone  and  Telegraph  Company,  for  the  nine  months 

ended  June  30,  1936 ....•■ $186,992.02 

Market  Street  Railway  Company,  for  the  period  January  1,  1935,  to 

June  30,  1936 ....  69,344.20 

California  Street  Cable  Railroad  Company,  for  the  period  January  1, 

1935,  to  June  30,  1936 5,954.41 


$262,290.63 


Our  audit  report  for  the  fiscal  year  ended  June  30,  1935  referred  to  the 
franchise  tax  liability  of  San  Francisco  Electric  Protective  Company,  which 
operates  a system  of  electric  signal  boxes  for  police  and  fire  protection,  and 
which  appears  to  be  affiliated  with  American  District  Telegraph  Company. 
We  understand  that  the  original  franchise  expired  in  1928  by  stipulation 
and  that  American  District  Telegraph  Company  has  applied  for  a new  fran- 
chise covering  its  operations  and  those  of  San  Francisco  Electric  PVotective 
Company. 
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A summary  of  the  Federal  Public  Works  Administration  grants  follows: 


High  pressure  fire  protection  system. $460,000  $ 3,851.21 

Sewers  . 454,000  38,298.08 


$914,000  $42,149.29 


The  maximum  amounts  of  the  grants,  as  above  stated,  are  in  accordance 
with  the  grant  agreements  on  file.  The  balances  receivable  represent  the 
uncollected  portions  of  claims  filed  with  the  Federal  Government. 


Investment  Securities:  A summary  follows: 


Employees’  Retirement  System  (bonds):  Par  Values 

United  States  Government ....$  400,000 

State  of  California 3,436,000 

City  and  County  of  San  Francisco 3,746,300 

East  Bay  Municipal  Utility  District 1,670,000 

City  of  New  York 1,101,000 

Golden  Gate  Bridge  and  Highway  District 500,000 

City  of  Los  Angeles  - • 423,000 

Marin  Municipal  Water  District 384,000 

City  of  Richmond 431,000 

City  of  Sacramento 430,000 

City  of  Stockton 382,000 

Other  California  cities,  counties,  and  school 

districts • • 2,200,025 

Railroads 724,100 

Public  utilities  884,500 


3,932,491.69 

1,847,996.63 

1,208,243.09 

567,237.69 

511,502.72 

405,117.24 

463.128.76 
470,144.39 

417.971.77 


2,328,012.02 

717,160.79 

910,292.68 


Bequest  funds  (stocks  and  bonds) 

$16,711,925 
132,400 

$17,768,272.42 

187,890.46 

$16,844,325 

$17,956,162.88 

These  securities  are  kept  in  the  joint  custody  of  the  controller  and  the 
treasurer.  The  controller  has  verified  the  existence  of  the  securities  and 
the  collection  of  interest  and  dividends.  Since  the  securities  were  purchased 
for  investment,  we  have  not  attempted  to  determine  their  market  values. 
None  of  the  bonds  were  in  default  as  to  principal  or  interest  as  at  June 
30,  1936. 

In  accordance  with  Section  159  of  the  charter,  the  Retirement  Board  has 
exclusive  control  of  the  administration  and  investment  of  the  funds  of  the 
Retirement  System. 


Deferred  Charges:  A summary  follows: 

General  city  and  county: 

Commitments  ■ ■ 

Relief  expenditures  financed  by  long-term  loans. 

Materials  and  supplies. 

Uncompleted  contracts  

Other  


Public  service  enterprises, 
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Commitments  are  herewith  detailed: 


Employees’  Retirement  System. . 

Land  purchases : 

Fleishhacker  playground  $ 363,986.00 

Lafayette  Park 180,000.00 

Other  commitments: 

Voting  machine  purchase 1,505,300.00 

Bay  Bridge  bonds  purchase 390,000.00 

Merry-go-round  purchase  • • 31,835.00 

Joint  Highway  District  No.  9 368,354.00 

Sunnyvale  dirigible  air  base 150,000.00 

Judgments 

Junior  College  tuition ■ • 


345,215.30 

160.000.00 


273,308.90 

195,000.00 

16,398.62 

282,004.25 

25,000.00 

308,109.66 

26,247.48 


$4,307,068.10 


These  commitments  represent  payments  which  will  be  made  from  the  reve- 
nues of  future  years  at  which  time  these  deferred  charges  will  be  trans- 
ferred to  property  accounts,  expenditures,  etc. 

Relief  expenditures,  $8,368,879.60,  resulted  from  an  outlay  for  unemploy- 
ment relief,  which  was  financed  as  follows: 

Sale  of  relief  bonds $6,500,000.00 

Loans  from  State  of  California $2,017,261.00 

Less,  payments  thereon 148,381.40  1,868,879.60 


$8,368,879.60 


The  relief  bonds  mature  at  the  rate  of  $542,000  per  year,  commencing 
September  1,  1936.  The  balances  of  the  loans  from  the  State  of  California, 
represented  by  three  notes,  mature  in  equal  annual  installments  as  follows: 
Commencing  July  1: 


1936  ( 8 years) 

1936  ( 9 years) 

1937  (10  years) 


$ 373,241.60 
495,638.00 
1,000,000.00 


$1,868,879.60 


Materials  and  supplies,  $267,476.40,  are  shown  at  their  book  values.  Phys- 
ical inventories  were  not  available. 

The  balance  of  $2,339,163.26  for  uncompleted  contracts  represents  various 
construction  contracts  in  progress. 


Redeemed  during  year.. 


Airport  bonds  transferret 
eral  city  and  county  to  p 
enterprises 

Outstanding  June  3 


T.„, 

.$173,082,700  $115,4S1,700 


© 


$177,281,700 
. 7,017,600 

$119,031,700 

3,825,200 

$58,250,000 
3, 192^400 

$170,264,100 

$115,206,500 

208,000 

$55,057,600 

.$170,264,100 

$115,414,600 

$54,849,600 

Bonds  authorized  but  not  issued  as  at  June  30,  1936  amounted  to  $3,515,- 


000  as  follows: 

General  city  and  county:  Authorized  Issued  Unissued 

Sewer  1933  $ 2,625,000  $ 1,596,000  $ 1,029,000 

Public  service  enterprises: 

Hetch  Hetchy  1932  6,500,000  6,156,000  344,000 

Water  distribution  1933  12,095,000  9,953,000  2,142,000 


$ 3,515,000 


Section  104  of  the  charter  provides  that  the  bonded  debt,  exclusive  of: 

(a)  Debt  incurred  for  the  purpose  of  financing  public  improvements, 
the  cost  of  which  is  to  be  assessed  against  private  property  benefited  thereby, 

(b)  Debt  incurred  for  water  supply,  storage  or  distribution  purposes  and 

(c)  Debt  heretofore  incurred  in  aid  of  the  Panama-Pacific  International 
Exposition, 

shall  not  exceed  12  per  cent  of  the  assessed  value  of  all  real  and  personal 
property  in  the  city  and  county,  subject  to  city  and  county  taxes. 

The  bonded  debt  subject  to  this  12  per  cent  limit  as  at  June  30,  1936, 
determined  in  accordance  with  the  provisions  of  the  charter,  was  as  follows: 

Bonded  debt  June  30,  1936 $170,264,100 

Less,  bonded  debt  to  which  the  12  per  cent  limit  does  not  apply : 

Hetch  Hetchy $70,572,000 

Water  Department  42,986,000 

Exposition 751,000 


114,309,000 

$ 55,955,100 

Add,  sewer  bonds  authorized,  not  issued 1,029,000 

Total  bonded  debt  subject  to  12  per  cent  limit $ 56,984,100 


The  assessment  roll  of  March  1936  for  the  fiscal  year  1936-37  shows  as- . 
sessed  valuations  of  $977,075,939,  as  follows: 

Real  estate  and  improvements,  and  secured  tangible  personal  prop- 


erty, taxable  at  $3,784  per  $100 $754,543,055 

Unsecured  tangible  personal  property,  taxable  at  $3.681917  per  $100  61,140,225 

Total  tangible  property $815,683,280 

Intangible  property: 

Solvent  credits,  taxable  at  the  rate  of  10  cents  per  $100 161,392,659 

Total  property  subject  to  city  and  county  taxes $977,075,939 


From  the  foregoing  it  will  be  seen  that  the  bonded  debt  of  $56,984,100 
subject  to  the  12  per  cent  clause  is  well  within  the  charter  limits. 

Accounts  and  Notes  Payable:  These  liabilities  are  herewith  summarized: 


General  city  and  county : 

Contracts,  purchase  orders,  etc $ 3,783,193.91 

Relief  loans  from  State  of  California 1,868,879.60 

Accrued  interest  thereon 150,787.91 

Warrants  outstanding  1,219,825.00 

Commitments  (contra)  4,307,068.10 


$11,329,754.52 

Public  service  enterprises 6,629,928.37 


$17,959,682.89 
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Contracts,  purchase  orders,  etc.,  were  verified  by  reference  to  the  sup- 
porting records  and  by  a review  of  the  procedure  in  connection  with  the 
controller’s  audit,  approval,  and  recordation  of  these  liabilities. 


Relief  loans  from  the  State  of  California  consist  of  three  loans,  as 
follows : 


Date  of  Loan 

Nov.  9,  1933 
Apr.  26,  1934 
Aug.  14,  1934 


Rate  Amount 

4%%  $1,000,000.00 

4y2  373,241.60 

3%  495,638.00 


Maturities 

July  1,  1937  to  1946 
July  1,  1936  to  1943 
July  1,  1936  to  1944 


These  loans  were  made  under  the  provisions  of  the  Unemployment  Re- 
lief Bond  Act  of  1933  and  were  authorized  by  the  Board  of  Supervisors. 

We  verified  the  general  city  and  county  outstanding  warrants  by  refer- 
ence to  the  warrant  registers,  which  were  in  agreement  with  the  controlling 
accounts  in  the  general  ledger. 

Commitments  were  verified  by  reference  to  the  supporting  documents. 

A contingent  liability  exists  through  pending  lawsuits  of  school  teachers 
for  salary  adjustments  of  prior  years.  The  city  attorney  has  stated  to  us 
that  it  is  impossible  at  this  time  to  determine  the  amount  involved  in  these 
actions. 

A contingent  liability  also  exists  through  San  Francisco’s  participation 
in  the  Golden  Gate  Bridge  and  Highway  District.  We  understand  that  the 
bonds  of  that  district,  of  which  an  issue  of  $35,000,000  has  been  authorized, 
are  general  obligations  of  the  district  and  are  payable  to  the  extent  that 
revenues  of  the  district  may  be  insufficient  to  meet  operating  expenses  and 
interest  and  redemption  charges,  from  ad  valorem  taxes  which  may  be  levied, 
without  limitation  as  to  the  rate  or  amount,  upon  all  taxable  property  within 
the  district.  The  Golden  Gate  Bridge  and  Highway  District  includes  the 
City  and  County  of  San  Francisco,  Marin,  Sonoma,  and  Del  Norte  counties, 
and  portions  of  Napa  and  Mendocino  counties. 

Funding  Balance  Sheet  Comments 

Fund  accounts  reflect  available  cash  and  other  liquid  assets,  liabilities, 
appropriations,  unappropriated  balances  of  the  various  funds,  and  cash  re- 
serves. A summary  of  the  funding  balance  sheets,  with  statements  showing 
in  detail  the  status  of  the  various  funds,  will  be  found  on  pages  55  to  62 
of  this  report. 

A reconciliation  of  the  funding  balance  sheet  with  the  proprietary  bal- 
ance sheet  follows: 

Funding  balance  sheet: 

Special  and  Trust  funds $ 21,066,720.72 

Surplus 19,022,785.16 

$ 40,089,505.88 

Add,  proprietary  assets  not  shown  in  funding 
balance  sheet: 

Properties,  net  $355,855,068.33 

Deferred  charges  20,421,405.06 

376,276,473.39 


$416,365,979.27 


Deduct,  proprietary  liabilities  not  shown  in 
funding  balance  sheet: 

Bonds  outstanding,  unmatured $167,082,800.00 

Bond  interest,  unmatured 470,508.49 

Relief  loans  1,868,879.60 

Accrued  interest  thereon  150,787.91 

Commitments 4,727,068.10 

Deferred  credits  1,345,292.12 


175,645,336.22 


$240,720,643.05 

Deduct,  funding  assets  not  shown  in  proprietary 
balance  sheet: 

Federal  grants  (unearned  portion) $ 4,861,168.64 

Unsold  bonds,  par  value 3,515,000.00 

8,376,168.64 


Proprietary  balance  sheet: 


Special  and  Trust  funds $ 19,630,070.43 

Surplus 212,714,403.98 


$232,344,474.41 


A reconciliation  of  the  interfund  accounts  follows: 

Funding  balance  sheet $6,095,002.47 

Deduct: 

Interfund  cash  transfers  included  in  budget  for 
1935-36  and  prior  years,  which  have  not  yet 

been  effected  $1,540,684.48 

Encumbrances  for  interfund  work  orders  and 

force  orders  916,021.66 

Intraledger  accounts,  etc 2,139,230.65 

4,595,936.79 


Proprietary  balance  sheet $1,499,065.68 


The  following  funds  showed  deficits  as  at  June  30,  1936: 

Auditorium $167,930.42 

Firemen’s  Relief  and  Pension 170,753.10 

Police  Relief  and  Pension 103,235.58 


$441,919.10 


These  deficits  were  created  prior  to  the  adoption  of  the  present  charter, 
which  became  effective  January  8,  1932. 

The  cash  reserve  fund,  which  was  created  in  accordance  with  Sections  80 
and  81  of  the  charter,  is  to  be  used  exclusively  for  the  following  purposes: 

1.  Payment  in  any  fiscal  year  of  legally  budgeted  expenditures  for  such 
year  in  anticipation  of  the  collection,  after  the  close  of  such  fiscal  year,  of 
legally  collectible  taxes  and  other  revenues  as  set  forth  in  the  budget  and 
the  appropriation  ordinance  for  such  fiscal  year. 

2.  Payment  of  that  portion  of  the  authorized  expenses  of  the  city  and 
county  for  any  fiscal  year  which,  as  certified  by  the  controller,  becomes  due 
and  payable  and  must  be  paid  prior  to  the  receipt  of  tax  payments  for  such 
fiscal  year. 
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This  fund  as  at  June  30,  1936  had  a balance  of  $2,929,614.74,  as  follows: 

Cash $ 114,280.15 

Temporary  loans  to  other  funds 1,978,900.57 

Interfund  accounts  receivable  which  will  be 
liquidated  through  collection  of  taxes  and 
other  revenues  836,434.02 


$2,929,614.74 


We  reviewed  the  appropriation  ledgers  and  determined  that  the  appro- 
priations recorded  therein  were  in  accordance  with  the  annual  appropria- 
tion ordinance  and  subsequent  appropriations. 

Surety  Bonds:  We  inspected  the  surety  bonds  covering  the  various  offi- 
cers of  the  city  and  county  and  determined  that  the  charter  provisions  had 
been  complied  with. 

All  surety  bonds  on  file  have  been  approved  by  the  controller  in  accord- 
ance with  Eill  No.  724,  Ordinance  No.  4.042,  approved  November  6,  1935. 
The  basis  used  by  the  controller  for  this  purpose  is  the  list  and  limits  of 
acceptable  sureties  on  federal  bonds  published  by  the  U.  S.  Treasury  De- 
parment. 


We  wish  to  express  our  appreciation  to  the  controller  and  his  staff  for 
their  co-operation  and  for  the  many  courtesies  extended  to  us  during  the 
course  of  our  examination. 

Very  truly  yours, 

LYBRAND,  ROSS  BROS.  & MONTGOMERY. 


(Wherever  italics  appear  in  this  Report  they  indicate  red  figures.) 
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CURRENT  SURPLUS— GENERAL  CITY  AND  COUNTY 

For  the  fiscal  year  ended  June  30,  1936 

Balance,  June  30,  1935,  as  per  our  audit  report $4,622,107.12 

Add,  net  revenues  for  the  year  ended  June  30,  1936,  details 

annexed 923,762.41 

Balance,  June  30,  1936 $5,545,869.53 


CAPITAL  SURPLUS— GENERAL  CITY  AND  COUNTY 

For  the  fiscal  year  ended  June  30,  1936 

Balance,  June  30,  1935,  as  per  our  audit  report $150,203,268.76 


Matured  bonds  transferred  to  current  funds 


ledger  $ 3,150,100.00 

Capital  additions  from  revenues 2,409,969.27 

Capital  additions  from  trust  funds 114,601.17 

Premiums  from  sales  of  bonds 85,456.12 

Federal  grants  earned 619,564.57 

Interest  earned,  etc 341.34 


$ 6,380,032.47 


Airport  properties  transferred  to  Public 

Utilities  Commission $ 

Federal  grant  cash  transferred  to  current 
funds  ledger  for  bond  interest  and  re- 
demption   

Properties  retired 


1,088,493.91 

556,622.23 

55,606.04 


$ 1,700,722.18 


Net  additions 4,679,310.29 

Balance,  June  30,  1936 $154,882,579.05 


Composition  of  capital  surplus  follows: 

Capital  expenditures  $197,948,210.36 

Uncompleted  contracts  1,889,601.06 

$199,837,811.42 

Less,  bonded  debt 47,184,800.00 

Net  property  investment $152,653,011.42 

Cash  and  receivables,  less  accounts  payable.  2,229,567.63 


$154,882,579.05 
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For  the  fiscal  years  ended  June  30,  1936  and  1935 
REVENUES 


Property  taxes : 

Real  and  personal  property. . 
Penalties  on  delinquencies 


Fiscal  Tears  Ended  June  30 


1936 
. $30,559,196.21 
148,731.29 


1935 

$28,746,402.09 

183.545.49 


Other  taxes  and  licenses: 

Business  and  vehicle  licenses $ 

Franchise  taxes  

Building  permits,  etc 


Revenues  received  through  State  of  California 

Common  schools  $ 2,648,469.05 

High  schools 1,925,058.81 

County  roads  1,110,772.38 

Other 2,018,082.39 


Other  revenues : 

Departmental  revenues,  details  annexed $ 1,410, 

Interest  earned  

Rents  

Court  fines 

Contributions  from  Water  Department 1,255, 

Fire  insurance  collected 

Federal  grants 

Federal  grant  cash  transferred  from  capital 
funds  for  bond  interest  and  redemption 
Miscellaneous,  net 


EXPENDITURES 

Departmental  expenses,  details  annexed $29, 

Bond  redemption  3, 

Bond  interest  2, 

Other  interest 

Pensions  and  compensation  insurance 

Judgments  and  losses 

Publicity  and  advertising 

Contributions  to  public  service  enterprises 

Hetch  Hetchy  project 

Airport 

Additions  to  property  from  revenues 

Contribution  to  Live  Stock  Pavilion 


$30,707,927.50 

$28,929,947.58 

.$  536,468.18 

327,979.51 
101,171.07 

$ 993,345.17 

285,000.00 
61,751.47 

$ 965,618.76 

$ 1,340,096.64 

.$  2,648,469.05 
. 1,925,058.81 

. 1,110,772.38 

. 2,018,082.39 

$ 2,943,663.33 
2,097,235.94 
1,024,499.08 
753,796.23 

$ 7,702,382.63 

$ 6,819,194.58 

.$  1,410,671.32 
76.231.27 
14,232.63 
140,172.29 
. 1,255,477.00 

184,130.55 

$ 1,263,844.36 
126,640.71 
13,346.30 
88,475.04 
1,374,941.00 
247,589.90 

556,622.23 

78,369.13 

159,481.60 

$ 3,715,906.42 

$ 3,274,318.91 

.$43,091,835.31 

$40,363,557.71 

. $29,752,S67.59 
. 3,150,100.00 

. 2,332,871.64 

84,190.66 
. 1,971,267.63 

172,723.13 
176,785.84 

$28,362,052.13 

3,059,100.00 

2,452,506.69 

108,003.22 

1,443,536.13 

135,631.64 

207,833.71 

. 1,715,724.95 

151,572.19 
. 2,409,969.27 

250,000.00 

2,199', 252.95 
2,062,197.39 

.$42,168,072.90 

$40,030,113.86 

.$  923,762.41 

$ 333,443.85 

DEPARTMENTAL  REVENUES— GENERAL  CITY  AND  COUNTY 

For  the  fiscal  years  ended  June  30,  1936  and  1935 


General  government: 


Fiscal  Tears  Ended  June  30 
1936  1935 


Municipal  Courts $ 

County  Clerk 

Sheriff 

Coroner  

Registrar  

City  Engineer 

Treasurer  

Department  of  Public  Works 

Other  


95,256.20 

32,884.85 

774.60 

2,556.10 

11,166.83 

13,589.65 

4,833.75 

2,143.86 


66,371.16 

92,096.19 

33,084.68 

966.48 

4,569.10 

7,304.69 

11,692.92 

2,442.37 

4,187.57 


$ 224,602.89  $ 222,715.16 


Protection  of  life  and  property: 


Recorder $ 119,571.40 

Department  of  Electricity  52,294.15 

Public  Administrator 55,982.27 

Public  Pound  3,029.25 

Fire  Department 4,216.05 

Police  Department  2,069.92 

Agricultural  Commission  8,646.14 


$ 96,896.30 

39,616.47 
49,636.22 
2,994.75 
4,532.09 
1,964.08 
6,437.36 


$ 245,809.18  $ 202,077.27 

Education : 


Schools  ? 119,151.31  $ 111,747.29 

Library 18,499.63  16, 598.32 


$ 137,650.94 


Recreation: 

Park  Commission  $ 365,248.85 

Recreation  Commission 41,423.91 

Auditorium 47,419.90 

War  Memorial  38,002.13 

Art  Commission 10,584.25 

De  Young  Museum 101.53 

California  Palace  of  Legion  of  Honor 2,574.66 


$ 128,345.61 


$ 330,062.42 

34,986.58 
41,707.19 
41,594.39 
6,327.55 
106.58 
397.57 


$ 505,355.23  $ 455,182.28 


Charities,  hospitals,  and  corrections: 


Juvenile  Detention  Home $ 46,252.08 

Board  of  U.  S.  Prisoners 20,899.20 

San  Francisco  Hospital  22,414.32 

Relief  Home 5,462.35 

Supplies  sold  

Other 2,356.20 


$ 


34,923.03 

10,920.80 

16,280.18 

6,863.00 

25,491.84 

150.38 


$ 97,384.15 


Other: 

Central  Office,  Board  of  Health ? 140,405.62 

Highways,  Department  of  Public  Works 51,276.31 

Airport 

General  and  miscellaneous 8,187.00 


94,629.23 


99,227.01 

28,502.50 

24,831.19 

8,334.11 


$ 199,868.93  $ 160,894.81 

$ 1,410,671.32  $ 1,263,844.36 


Total  departmental  revenues 
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DEPARTMENTAL  EXPENSES— GENERAL  CITY  AND  COUNTY 

For  the  fiscal  years  ended  June  30,  1936  and  1935 


General  government: 

Board  of  Supervisors $ 

Clerk  of  Board  of  Supervisors 

Mayor  

Chief  Administrative  Officer  

Controller 

Treasurer  

Assessor  

Tax  Collector  

City  Attorney 

District  Attorney  

Public  Defender 


Fiscal  Years  Ended  June  30 
1936  1935 

58,091.81  $ 54,041.66 

46,684.97  54,539.00 

47,153.50  44,033.41 

29,261.76  20,491.96 

213,913.76  203,534.22 

53,095.61  48,861.01 

230,624.61  232,000.55 

158,436.94  146,160.41 

82,054.08  70,727.58 

129,798.81  99,863.79 

18,880.27  17,027.83 


Other  general  executives : 


Director  of  Finance  and  Records 6,0S9.39 

Department  of  Public  Works 67,308.72 

City  Engineer  199,042.72 

Civil  Service  Commission 59,632.60 

City  Planning  Commission 12,596.17 

Central  Permit  Bureau 16,966.68 

Board  of  Permit  Appeals 8,024.04 

Real  Estate  Department 19,855.61 

Judiciary: 

Municipal  Courts  224,273.95 

Superior  Courts 211,070.76 

County  Clerk  143,828.11 

Law  Library  11,195.24 

Grand  Jury 16,723.18 

Coroner  52,753.73 

Sheriff 158,101.64 

Elections  312,159.77 

Care  and  maintenance  of  buildings 353,055.39 

Rent  of  leased  buildings  6,182.40 


5,806.65 

62,488.77 

173,369.11 

56,771.92 

11,295.83 

15,896.69 

7,830.83 

15,726.25 


215,904.59 

193,650.04 

138,490.85 

10,343.90 

12,334.36 

36,525.84 

146,798.12 

266,058.77 

337,180.92 

10,752.00 


$ 2,946,856.22  $ 2,708,506.86 


Protection  of  life  and  property: 

Police  Department  $ 3,506,819.16 

Fire  Department 3,264,619.83 

Recorder 98,746.64 

Sealer  of  Weights  and  Measures 21,548.84 

Inspection  service  109,410.50 

Department  of  Electricity 164,274.71 

Public  Pound  17,000.00 

Public  Administrator 40,734.98 

Morgue 


$ 3,337,619.72 
3,120,153.83 
88,694.74 
21,798.55 
106,949.29 
152,604.77 
17,007.15 
37,092.98 
9,623.00 


$ 7,223,154.66  $ 6,891,544.03 


Education: 


Schools  $ 8,877,433.03  $ S, 415, 196.41 

Libraries  388,262.87  339,232.05 


$ 9,265,695.90  $ 8,754,428.46 
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Fiscal  Years  Ended  June  30 


Recreation : 

1936 

1935 

Educational 

.$  302,706.00 

$ 

282,127.38 

Parks  

. 1,065,782.09 

1,054,951.55 

Music  and  celebrations 

32,654.14 

21,615.68 

Auditorium  

52,774.72 

66,779.19 

Opera  House 

78,636.77 

41,690.62 

War  Memorial  

24,715.39 

50,178.78 

Playgrounds  

409,331.61 

420,672.73 

$ 1,966,600.72 

$ 

1,938,015.93 

Charities,  hospitals,  and  corrections: 

General  administration  

.$  9,703.07 

$ 

8,795.62 

Relief  of  needy  and  unemployed 

. 1,084,350.97 

1,649,973.42 

Poor  in  institutions  (Relief  Home) 

543,110.33 

492,858.81 

Care  of  children 

878,507.26 

838,708.27 

Hospitals  

. 1,594,370.26 

1,432,241.41 

Insane  in  hospitals 

167,282.88 

160,755.00 

Relief  of  needy,  aged,  and  blind 

949,557.51 

536,190.20 

County  jails  

212,624.42 

181,901.56 

Juvenile  Detention  Home 

34,180.09 

30,800.58 

25,665.34 

68,762.66 

25,079.78 

Juvenile  Court  

64,621.54 

12,884.00 

11,221.00 

$ 5,579,335.79 

$ 5,434,810.19' 

Conservation  of  health: 

General  administration  

.$  53,502.27 

$ 

45,862.03 

Statistics  

Prevention  and  treatment  of  communicable 

16,372.35 

16,069.39 

diseases  

208,272.15 

200,328.79 

Conservation  of  child  life 

217,663.25 

205,827.59 

Food  regulation  and  inspection 

77,254.82 

68,825.08 

$ 573,064.84 

$ 

536,912.88 

Sanitation: 

Sewers  and  sewage  disposal 

.$  243,474.83 

$ 

225,619.09 

Street  cleaning  

506,134.97 

457,283.61 

Removal  of  dead  animals 

5,000.00 

10,838.84 

Inspection  service  

74,689.97 

59,673.75 

$ 829,299.77 

$ 

753,415.29 

Highways : 

General  administration  

.$  500.00 

5,649.05 

Care  and  maintenance  of  highways  and  high- 

way  structures  

411,197.59 

380,819^.21 

Other  care  of  streets,  roads  and  alleys 

13,246.11 

9,553.97 

Street  lighting  

751,372.72 

719,731.19 

$ 1,176,316.42 

$ 

1,115,753.42 

Other : 

Purchasing  department 

Airport 

.$  152,548.88 

$ 

146,456.29 

53,761.77 

28,447.01 

Administration  of  public  trusts 

39,994.39 

$ 192,543.27 

$ 

228,665.07 

Total  departmental  expenses $29,752,867.59  $28,362,052.13 
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SUMMARY  OF  FUNDING  BALANCE  SHEETS— JUNE  30,  1936 
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$62,493,925.85  $21,508,694.16  $40,985,231.69  $13,694,201.05  $5,491,113.40  $21,799,917.24 


LIABILITIES 


48,684.16 

1,158.75 

19,836.80 

8,067.50 


$20,219,917.80 


13.97  $21,066,720.72 


San  Francisco  Water  Department 

Report  on  Examination  of  Accounts 

For  the  Fiscal  Year  Ended  June  30, 1936 
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John  F.  Forbes  & Company 

CERTIFIED  PUBLIC  ACCOUNTANTS 
Crocker  Building,  San  Francisco 


September  28,  1936. 


Honorable  Leonard  S.  Leavy,  Controller, 

City  and  County  of  San  Francisco,  San  Francisco,  California. 


Dear  Sir:  We  have  made  an  examination  of  the  accounts  of  the  San  Fran- 
cisco Water  Department  for  the  year  ended  June  30,  1936,  and  submit  the 
following  exhibits  and  schedule: 

Exhibit  A — Balance  Sheet,  June  30,  1936. 


Exhibit  B — Statement  of  Operations  for  the  Fiscal  Years  Ended  June  30, 
1936  and  1935. 

Schedule  1 — Statement  of  Operating  Expenses  for  the  Fiscal  Years 
Ended  June  30,  1936  and  1935. 


In  addition  to  the  above,  we  present  the  following  comments: 

Scope  of  Examination 

In  accordance  with  the  terms  of  the  engagement,  our  examination  was 
limited  to  the  verification  of  the  assets  and  liabilities  as  of  June  30,  1936, 
and  an  analytical  review  and  test  check  of  the  revenues  and  expenses  during 
the  year  ended  that  date.  In  connection  therewith,  we  made  a general  review 
of  the  accounting  methods,  and  examined  or  tested,  in  a manner  and  to  the 
extent  which  we  considered  appropriate  in  view  of  the  system  of  internal 
accounting  control,  the  accounting  records  of  the  department  and  other  sup- 
porting evidence.  Our  verification  of  the  property  accounts  was  limited  to  a 
review  of  the  recorded  additions  and  retirements  during  the  year  ended 
June  30,  1936.  In  this  connection,  however,  we  found  it  necessary  to  review 
the  entries  recording  the  acquisition  of  properties  from  the  Spring  Valley 
Water  Company  as  at  March  3,  1930,  together  with  the  records  of  the  engi- 
neering department  relating  to  the  changes  in  valuation  of  such  properties 
during  the  period  from  March  1,  1920,  to  March  3,  1930,  to  which  reference  is 
made  subsequently  in  this  report. 

The  expert  to  the  grand  jury  participated  in  the  examination. 


Operations 

Following  is  a condensed  summary  of  the  operations  of  the  department 
for  the  two  fiscal  years  ended  June  30,  1936  and  1935: 

Year  Ended  June  30, 

1936  1935 

Sales  of  water  *$6,521,561.22  *$6,614,625.65 


Operating  expenses,  including  depreciation: 

Operating  expenses  *$1,914,881.55  *$1,890,061.92 

Provision  for  depreciation  670,000.00  635,000.00 


Total  $2,584,881.55  $2,525,061.92 


Profit  from  operations  $3,936,679.67  $4,089,563.73 


Other  income: 

Rentals,  including  crop  shares 

Walnut  sales  

Interest  earned  

Miscellaneous  


Total 


Gross  income 


Income  charges: 

Bond  interest — 1928  issue 

Bond  interest — 1933  issue  

Walnut  orchard  expenses 

Agricultural  division  expenses 
Miscellaneous  


Total 


Net  income  transferred  to  surplus 


Comparison  charges  for  Federal  income  and  State 
franchise  taxes  as  required  by  Section  64  of  the 

City  Charter  amount  to  $ 405,000.00  $ 410,000.00 


$ 42,679.80  $ 51,200.72 

26,862.23  18,078.86 

15,647.04  49,093.99 

5,258.07  4,991.22 


. $ 90,447.14 

$ 123,364.79 

$4,027,126.81 

$4,212,928.52 

$1,575,000.00 

$1,620,000.00 

53,546.58 

5,421.12 

20,956.14 

14,274.89 

18,108.27 

18,807.13' 

3,052.98 

499.43 

, $1,670,663.97 

$1,659,002.57 

$2,356,462.84  $2,553,925.95 


*In  lieu  of  City  nnd  County  taxes  (which  are  not  assessed  and  have  not  been  estimated), 
operating  expenses  have  been  charged  with  amounts  equal  to  the  revenues  recorded  for  ser- 
vice to  non-paying  municipal  departments,  as  follows: 

Year  Ended 

June  30  Amount 

1936  $392,907.42 

1935  376,649.45 

The  revenues  and  expenses  for  the  year  ended  June  30,  1935,  shown  above 
and  also  on  Exhibit  B and  supporting  schedule,  are  as  shown  by  the  records 
of  the  department  after  reclassification  of  certain  items,  and  the  elimination 
for  comparative  purposes  of  contributions  to  the  Hetch  Hetchy  Project,  and 
have  not  been  verified  by  us. 

The  comparison  charges  for  Federal  income  and  State  franchises  indi- 
cated above,  which  have  not  been  recorded  in  the  accounts,  have  been  com- 
puted at  the  following  rates: 

Year  Ended 


JuneSQ  Federal  State  Franchise 

1936 13%%  4% 

1935 13%%  2%  on  one-lialf  of  net  income 

and  4%  on  remainder 
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Section  64  of  the  City  Charter  provides,  in  part,  that  the  Public  Utilities 
Commission  shall  maintain  accounts  for  each  utility  in  such  a manner  as  to 
exhibit  estimates  of  the  amounts  of  taxes  that  would  be  chargeable  against 
such  property  and  the  revenue  thereof  if  privately  owned  and  operated.  As 
indicated  above,  we  have  computed  the  provision  for  Federal  income  and 
State  franchise  taxes,  but,  due  to  the  impossibility  of  their  accurate  deter- 
mination, we  have  not  attempted  to  provide  for  Federal  capital  stock  and 
excess  profits  taxes. 

The  following  comments  relate  to  assets  and  liabilities  appearing  on 
Exhibit  A of  this  report: 

Properties 

As  stated  above,  our  verification  of  the  property  accounts  was  limited  to 
a review  of  the  recorded  additions  and  retirements  during  the  year  ended 
June  30,  1936,  and  the  entries  recording  the  acquisition  of  properties  from 
the  Spring  Valley  Water  Company  as  of  March  3,  1930,  together  with  certain 
records  of  the  engineering  department  relating  to  such  properties. 

Fixed  Capital  in  Service — $59,418,310.77 
Reserve  for  Depreciation — $18,699,834.56 

During  our  examination  it  was  ascertained  that  the  properties  acquired 
from  the  Spring  Valley  Water  Company  on  March  3,  1930,  had  been  recorded 
on  the  books  of  the  Water  Department  at  the  net  purchase  price  of  $42,- 
902,614.35,  without  crediting  the  accumulated  provision  for  depreciation  to 
a separate  reserve  account. 

According  to  the  records,  the  Railroad  Commission  of  the  State  of  Cali- 
fornia established  a valuation  of  these  properties  as  of  March  1,  1920,  of 
$37,000,000.  The  records  also  indicate  that  the  purchase  price  of  $42,902,- 
614.35  was  determined  on  the  basis  of  this  valuation  of  $37,000,000,  plus 
additions  and  less  depreciation  and  other  credits  to  date  of  acquisition. 

An  appraisal  made  by  the  Engineering  Department  of  the  Spring  Valley 
Water  Company  as  of  March  1,  1920,  shows  the  following  values: 

Reproduction  cost  $48,660,469 

Sound  value  37,456,015 

The  recorded  provision  for  depreciation  for  the  year  under  review  is  based 
upon  the  annual  appropriation  to  the  depreciation  fund,  and  amounts  to 
$83,150.05.  This  provision  appears  to  be  inadequate  in  view  of  the  large 
investment  in  fixed  capital  in  service.  Also,  it  is  to  be  noted  that  the  balance 
in  the  reserve  for  depreciation  as  of  June  30,  1936,  per  the  books,  is  only 
$137,849.15,  after  charging  thereto  recorded  plant  retirements  accumulated 
to  that  date  of  $322,830.88. 

In  view  of  the  foregoing,  we  have  given  effect  in  the  accompanying  bal- 
ance sheet  to  the  adjustments  indicated  in  the  following  reconciliations  of 
the  balances  in  the  fixed  capital  in  service  and  reserve  for  depreciation 
accounts  as  of  June  30,  1936,  as  they  appear  on  the  records  of  the  department 
with  those  shown  on  Exhibit  A of  this  report: 

Fixed  Capital  Reserve  for 
in  Service  Depreciation 

Balance,  June  30,  1936,  per  books  $46,676,091.98  *$  137,849.15 

Add: 

Provision  for  depreciation  at  March  1,  1920, 
based  upon  the  difference  between  the  re- 
production cost  as  of  that  date,  per  ap- 
praisal made  by  the  engineering  depart- 
ment of  the  Spring  Valley  Water  Company, 

of  $48,660,469.00 

and  the  sound  value  estab- 
lished by  the  Railroad  Com- 
mission of  the  State  of  Cali- 
fornia   37,000,000.00  11,660,469.00  11,660,469.00 


Provision  for  depreciation,  as  recorded,  for 
the  period  from  March  1,  1920,  to  March  3, 

1930,  which  was  credited  to  the  property 

account,  transferred  to  the  reserve 2,552,083.33  2,552,083.33 

Adjustment  of  provision  for  depreciation 
from  March  1,  1920,  to  June  30,  1936,  to 
agree  with  estimates  computed  by  the  engi- 
neering department  of  the  San  Francisco 

Water  Department: 

Depreciation  as  computed  by 
the  engineering  department. $8,805,000.00 
Depreciation  recorded  on  the 


books  2,985,233.38 

Additional  provision  5,819,766.62 


Total  $60,888,644.31  $20,170,168.10 

Deduct  correction  of  entries  recording  plant 
retirements  from  March  1,  1920,  to  June 
30,  1936,  to  agree  with  amounts  reported  by 

the  engineering  department  1,470,333.54  1,470,333.54 


Balance,  June  30,  1936,  per  Exhibit  A 


the  assets  retired  has  been  charged  against  the  reserve  for  depreciation  due 
to  the  impracticability  of  determining  the  exact  amount  of  depreciation 
accrued  at  the  time  of  retirement. 

Section  128  of  the  Charter  provides  that  the  Public  Utilities  Commission 
shall  have  an  appraisal  of  the  properties  of  the  various  utilities  at  least  every 
five  years,  in  order  to  determine  the  amount  of  the  reasonable  annual  depre- 
ciation for  each  utility.  No  such  appraisal  has  yet  been  made. 

The  section  of  the  Charter,  referred  to  above,  also  requires  the  Public 
Utilities  Commission  to  create  and  maintain  a depreciation  fund  for  each 
of  the  utilities  under  the  jurisdiction  of  the  commission,  sufficient  to  provide 
for  reconstruction  and  replacements,  and  in  accordance  with  an  established 
practice  for  utilities  of  similar  character.  The  Charter  also  provides,  in  the 
section  indicated,  that  the  commission  shall  pay  monthly  in  cash  into  each 
depreciation  fund  one-twelfth  of  the  annual  amount  estimated  to  meet  recon- 
struction and  replacement  expenditures,  and  that  each  fund  shall  be  used 
for  no  other  purpose.  During  the  year  under  review,  the  Board  of  Super- 
visors provided  $83,150  for  such  expenditures  of  the  San  Francisco  Water 
Department,  which  amount  was  paid  one-twelfth  monthly  from  the  water 
revenue  fund  to  the  depreciation  fund.  The  balance  in  the  depreciation  fund 
at  June  30,  1936,  was  $334,250.09. 


Cash 

On  Deposit  With  Treasurer — $6,779,702.68 

The  cash  on  deposit  with  the  Treasurer  as  of  June  30,  1936,  is  composed 
i of  the  following  funds: 


Revenue  fund  $ 322,553.43 

Depreciation  fund  334,250.09 

Special  deposit  trust  fund  64,551.74 

Extension  reserve  fund  137,035.49 

Land  purchase  fund 44,877.10 

Bond  fund — 1933  issue  3,976,332.33 

Bond  redemption  fund — 1928  issue  1,000,000.00 

Bond  interest  fund — 1928  issue  800,662.50 

Bond  interest  fund — 1933  issue  99,440.00 


Total  $6,779,702.68 


These  balances  were  verified  as  of  June  30,  1936,  by  the  auditing  staff  of 
• j the  Controller’s  office.  We  inspected  the  report  on  such  verification  and  ascer- 
j tained  that  the  balances  in  the  respective  funds  as  recorded  on  the  books 
I were  in  agreement  therewith. 

Revolving  Funds — $30,000 

The  composition  of  the  revolving  funds  is  as  follows: 

Bank  balances  (verified  by  certifications  obtained  from 


the  depositaries)  $16,244.96 

Water  sales  change  and  petty  cash  funds  (verified  by 
count  or  by  certifications  obtained  from  the  cus- 
todians)   2,730.00 

Reimbursements  in  transit: 

Represented  by  warrants  outstanding 6,943.69 

Other  4,081.35 


Total  $30,000.00 


Accounts  Receivable 

In  accordance  with  the  terms  of  our  engagement,  the  debtors  were  not 
j requested  to  confirm  their  balances. 

Consumers’  Accounts — $513,793.36 
Reserve  for  Doubtful  Accounts — $106,330.62 

The  consumers’  accounts  were  reviewed  as  to  collectibility  and  the  reserve 
for  those  considered  doubtful  of  collection  appears  to  be  adequate. 

Federal  Grants  Receivable — $995,030.36 

I Under  an  agreement  dated  May  19,  1934,  the  Unitel  States  Government 
i agreed  to  purchase  at  par  plus  accrued  interest,  from  the  City  and  County 
of  San  Francisco,  $10,771,000  aggregate  principal  amount  of  Water  Distribu- 
| tion  Bonds,  Issue  of  1933,  out  of  a total  issue  of  $12,095,000,  the  proceeds 
derived  from  the  sale  of  such  bonds  to  be  used  for  the  construction  of  certain 
improvements  in  the  city’s  present  waterworks  system  as  recited  in  its  appli- 
[ cation  known  as  PWA  Docket  1510.  The  Government  also  agreed  to  make  a 
( grant  to  the  city  of  30  per  cent  of  the  cost  of  labor  and  materials,  as  deter- 
! mined  by  the  administrator,  employed  upon  such  projects,  up  to  the  maxi- 
l mum  amount  of  $2,245,000.  As  of  June  30,  1936,  grant  requisitions  in  the 
‘ aggregate  amount  of  $1,697,237.70  had  been  filed  with  the  Public  Works 
Administration.  Under  the  terms  of  an  amendatory  loan  agreement  executed 
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on  July  8,  1936,  the  Government’s  participation  in  the  bond  issue  referred 
to  above  was  limited  to  the  $2,659,000  face  value  purchased  by  it  to  that  date. 

The  composition  of  the  above  amount  of  $995,030.36  is  as  follows: 

Grant  requisitions  filed  to  June  30,  1936: 

25%,  collectible  as  and  when  approved  by  the 


Public  Works  Administration  $1,414,364.77 

5%,  collectible  on  completion  of  project 282,872.93 

Total  $1,697,237.70 

Estimated  grants  for  the  three  months  ended  June 

30,  1936  118,000.00 

Total,  credited  to  surplus  $1,815,237.70 

Deduct  settlements  received: 

Bonds  returned  for  cancellation  (face  value)  ...  .$808,000.00 

Accrued  interest  thereon  to  dates  of  settlements..  12,207.34  820,207.34 

Balance,  June  30,  1936  $ 995,030.36 


The  grants  receivable  as  at  June  30,  1936,  indicated  above,  have  not  been 
verified  other  than  by  analysis  of  the  related  ledger  accounts  and  inspection 
of  copies  of  grant  requisitions  and  other  data  on  file. 

Other— $32,322.72 

The  accounts  grouped  under  this  caption  are  as  follows: 


Rents  receivable  $ 8,076.62 

Interest  receivable  8,916.86 

Due  from  Walnut  Growers  Association,  on  account  of 

1935  crop  3,144.83 

Miscellaneous  debtors  for  extension  of  mains,  service 
installations,  meter  damages,  etc.  (covered  to  the 
extent  of  $2,089.47  by  deposits  and  advances)  12,184.41 


Total  $32,322.72 


Deferred  Charges 

Revenue  Fund  Expenditures  Unbilled — $35,460.88 

These  expenditures  represent  advances  from  the  revenue  fund  in  connec- 
tion with  Public  Works  Administration  and  other  jobs. 

Other— $61,624.39 

The  composition  of  the  above  amount  is  as  follows: 


Uncompleted  contracts  and  other  commitments  $38,713.55 

Bond  expense  unamortized  13,391.98 

Walnut  orchard  expenses — 1936  crop  3.357.99 

Hay  and  grain,  book  inventory  2,984.88 

Prepaid  insurance  and  rent  2.37S.59 

Miscellaneous  797.40 


Total  $61,624.39 
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Bonded  Debt— $42,986,000 


Outstanding,  June  30,  1936  

The  proceeds  from  the  bonds  sold  during  the  year  are  as  follows: 


Total 

.$41,946,000 
. 3,300,000 

Spring  Valley 
Water 
July  1,  1928 
4%% 

$36,002,000 

Water 
Distribution 
December  1, 
1933,  4% 
$5,944,000 
3,300,000 

.$45,246,000 

$36,002,000 

$9,244,000 

.$  1,556,000 

$ 1,002,000 

$ 554,000 

704,000 

704,000 

.$  2,260,000 

$ 1,002,000 

$1,258,000 

.$42,986,000 

$35,000,000 

$7,986,000 

Interest  to 

Resolution  Date  of  Total 

Number  Pace  Yalue  Premium  Delivery  Proceeds 

2179  $ 600,000.00  $ 19,403.10  $ 9,866.54  $ 629,269.64 

2418  2,700,000.00  328,050.00  29,400.01  3,057,450.01 


Total  $3,300,000.00  $347,453.10  $39,266.55  $3,686,719.65 


Authorized  bonds  unissued  (1933  issue)  as  of  June  30,  1936,  amounted 
to  $2,142,000. 


Bond  Interest — $926,722.50 
The  composition  of  this  liability  is  as  follows: 


Total 

Due  July  1,  1936  $787,500.00 

Accrued,  not  due  26,620.00 

Matured  coupons  not  presented  for 
payment  112,602.50 

Total  $926,722.50 


$787,500.00 

*13,162.50 


$ 26,620.00 
99,440.00 


$800,662.50  $126,060.00 


*After  deducting  two  $22.50  coupons  paid  in  advance  of  maturity. 

The  bond  interest  accrued  for  the  year  under  review  was  distributed  as 
shown  below: 

Charged  to 
Interest 

Charged  to  During 

Issue  Bond  Expense  Construction 

July  1,  1928  $1,575,000.00  

December  1,  1933: 

Proportion  applicable  to  projects  in  service 53,546.58  

Proportion  applicable  to  construction  $204,932.87 

Total  $1,628,546.58  $204,932.87 
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Contracts,  Purchase  Orders,  Etc. — $2,355,241.56 
These  liabilities,  which  are  in  agreement  with  the  Controller’s  records, 
are  as  follows: 

Contracts  $2,255,301.06 

Purchase  orders  82,388.22 

Service  orders  16,694.53 

Miscellaneous  857.75 


Total  $2,355,241.56 


Consumers’  Deposits — $60,790.27 
The  deposits  are  as  follows: 

Guarantee  deposits  $23,587.73 

Advances  for  construction  (verified  by  certifications 

obtained  from  the  consumers)  19,330.65 

Miscellaneous  advances: 

Covering  charges  carried  in  miscellaneous  debtors..!  2,039.87 

Refunded  in  July,  1936  322.95 

Advances  for  work  not  yet  performed  or  billed  (veri- 
fied by  certifications  obtained  from  the  depositors)  1,054.80  3,417.62 


Accounts  in  process  of  refund  or  adjustment: 

Refunded  in  July,  1936  $11,055.43 

Due  to  revolving  fund  and  consumers’  deposit  account 

for  refunds  made  prior  to  July  1,  1936  3,349.24 

Covering  charges  carried  in  miscellaneous  debtors  . . 49.60  14,454.27 


Total  $60,790.27 

Following  is  a reconciliation  of  the  balance  in  the  special  deposit  trust 
fund  as  of  June  30,  1936,  with  the  liability  for  consumers’  deposits  shown 
above : 

Special  deposit  trust  fund  with  Treasurer $64,551.74 

Amount  due  from  the  water  revenue  fund  38.70 


Total  $64,590.44 

Deduct  warrant  outstanding  3,800.17 


Liability  for  consumers’  deposits,  as  above $60,790.27 


Warrants  Outstanding — $192,767.36 

Following  is  a summary  of  the  warrants  outstanding  as  of  June  30,  1936, 
which  were  verified  by  comparison  with  the  Controller’s  records: 

Funds  on  Which  Drawn  Amount 

Water  revenue  fund  $ 65,681.01 

Extension  fund  300.00 

Land  purchase  fund  15,000.00 

1933  bond  fund  107,986.18 

Special  deposit  trust  fund  3,800.17 


Total 


,$192,767.36 
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Surplus— $10,881,953.09 

The  changes  in  the  surplus  account  during  the  year  under  review  are 
as  follows: 

Balance,  June  30,  1935,  per  audit  report $ 9,535,648.40 

Add: 

Net  income  from  operations,  per  Exhibit  B..  $2,356,462.84 

Grants  earned  on  Federal  public  works  proj- 
ects   758,400.85 

Total  additions  $3,114,863.69 

Deduct: 

Contribution  to  Hetch  Hetchy 

Water  Supply  $ 508,912.00 

Contribution  to  Hetch  Hetchy 

Power  Division  4,170.00 

Contributions  to  general  fund...  1,255,477.00 


Total  deductions 


1,768,559.00 


Net  increase  in  surplus 1,346,304.69 

Balance,  June  30,  1936 $10,881,953.09 


Following  is  an  analysis  of  the  surplus  account  for  the  period  from 
March  3,  1930,  to  June  30,  1936: 


Initial  surplus,  March  3,  1930: 

Excess  earnings  of  Spring  Valley  Water  Company  from 
1922  to  1930,  applied  as  a reduction  of  the  purchase  price, 
in  accordance  with  order  of  the  Railroad  Commission 

of  the  State  of  California $ 4,152,652.24 

Value  placed  upon  Municipal  Water  Works 100,000.00 


Total  $ 4,252,652.24 

Less  additional  allowance  for  depreciation  from  March  1, 

1920,  to  March  3,  1930 2,327,916.67 


Remainder — Initial  surplus,  March  3,  1930 $ 1,924,735.57 

Add: 

Net  income  from  operations  from  March  3, 

1930,  to  June  30,  1936 $12,067,196.55 

Grants  earned  on  Federal  public  works  proj- 
ects   1,815,237.70 

Salvage  value  of  Newark-San  Lorenzo  pipe  line 

transferred  from  Hetch  Hetchy  project 323,723.34 

Labor  donated  by  Federal  Government  for  con- 
struction of  roof  for  Crystal  Springs  aque- 
| duct  20,091.00 


Total  additions  14,226,248.59 


Total 


$16,150,984.16 
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Deduct: 

Contributions  to  general  fund $ 4,612,828.00 

Contributions  to  Hetch  Hetchy  project  for  the 

year  ended  June  30,  1936 * 513,082.00 

Lands  contributed  to  City  and  County  of  San 
Francisco  and  to  Joint  Highway  Commis- 
sion for  streets  and  boulevards 143,121.07 


Total  deductions 


5,269,031.07 


Surplus,  June  30,  1936. 


$10,881,953.09 


♦Contributions  to  Hetch  Hetchy  project  for  years  prior  to  1935-1936  were 
charged  to  operations. 


GENERAL 

We  inquired  of  the  city  attorney  regarding  contingent  liabilities  of  the 
San  Francisco  Water  Department  by  reason  of  unsettled  lawsuits,  and  he 
stated  that  the  amounts  so  involved  were  relatively  inconsequential. 

Yours  truly, 

JOHN  F.  FORBES  & COMPANY. 


(Wherever  italics  appear  in  this  Report,  they  indicate  red  figures.) 
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EXHIBIT  B 

SAN  FRANCISCO  WATER  DEPARTMENT 
STATEMENT  OF  OPERATIONS 
For  the  fiscal  years  ended  June  30,  1936  and  1935 

— Fiscal  Year  Er 

SALES  OF  WATER: 

San  Francisco  $5,756,974.61 

Outside  San  Francisco  

Municipal  departments — Actual  

Municipal  departments — Comparison*  . 

Total  $6,521,561.22 

OPERATING  EXPENSES: 

Source  of  supply  (Schedule  1)  $ 165,114.92 

Pumping  (Schedule  1)  224,454.' 

Purification  (Schedule  1)  

Transmission  and  distribution  (Schedule  1) 

Commercial  expenses  (Schedule  1)  325,097.18 

Administrative  and  general  expenses  (Sched- 
ule 1)  450,899.06 


Agricultural  ( 


TO  SURPLUS  . 


COMPARISON  CHARGES 
COME'  AND  STATE 
REQUIRED  BY 

l AMOUNT  TO 


64  OF  THE  CITY 


1936 

.$5,756,974.61 
. 312,799.85 

58,879.34 
. 392,907.42 

1935 

$5,898,835.08 

278,157.30 

376’,649A5 

.$6,521,561.22 

$6,614,625.65 

.$  165,114.92 
. 224,454.90 

49,193.50 
. 276,760.86 

. 325,097.18 

$ 170,841.90 
290,784.96 
34,929.88 
241,990.21 
312,307.44 

. 450,899.06 

n 30,453.71 

. 392,907.42 

. 670,000.00 

432,715.09 

29,842.99 

376,649.45 

635,000.00 

.$2,584,881.55 

$2,525,061.92 

.$3,936,679.67 

$4,089,563.73 

.$  42,679.80 

26,862.23 
15,647.04 
5,258.07 

$ 51,200.72 

18,078.86 
49,093.99 
4,991.22 

.$  90,447.14 

$ 123,364.79 

.$4,027,126.81 

$4,212,928.52 

.$1,575,000.00 

53,546.58 

20,956.14 

18,108.27 

3,052.98 

$1,620,000.00 

5,421.12 

14,274.89 

18,807.13 

499.43 

.$1,670,663.97 

$1,659,002.57 

.$2,356,462.84 

$2,553,925.95 

3 

r 

.$  405,000.00 

$ 410,000.00 
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EXHIBIT  B— SCHEDULE  1 
SAN  FRANCISCO  WATER  DEPARTMENT 
STATEMENT  OF  OPERATING  EXPENSES 
For  the  Fiscal  Years  Ended  June  30,  1936  and  1935 

Fiscal  Year  Ended  June  30, 

SOURCE  OF  WATER  SUPPLY  EXPENSE:  1936  1935 

Superintendence  $ 24,747.03  $ 23,319.01 

Operating  labor  87,243.13  84,772.44 

Operating  supplies  and  expense  20,172.06  24,574.07 

Repairs  to  buildings  and  fixtures  16,164.95  23,122.46 

Repairs  to  surface  facilities  15,813.89  14,637.59 

Repairs  to  ground  facilities  338.39  63.65 

Repairs  to  miscellaneous  equipment  635.47  352.68 


TOTAL  $165,114.92  $170,841.90 


PUMPING  EXPENSE: 

Labor,  pumping  $ 80,561.19  $ 85,566.16 

Labor,  miscellaneous  3,794.04  1,683.71 

Fuel  for  steam  31,068.63  31,005.22 

Power  purchased  90,323.89  156,110.94 

Lubricants  329.64  774.94 

Miscellaneous  supplies  and  expense  2,463.53  3,040.46 

Repairs  to  primary  pumping  equipment  8,359.50  5,653.31 

Repairs  to  boilers  and  equipment  283.33  69.06 

Repairs  to  miscellaneous  equipment  838.80  1,368.29 

Other  repairs  and  gardening  6,432.35  5,512.87 


TOTAL  $224,454.90  $290,784.96 


PURIFICATION  EXPENSE: 

Superintendence  $ 3,124.08  $ 3,110.97 

Labor  15,586.14  11,387.23 

Supplies  and  expense  25,493.31  17,496.85 

Repairs  to  plants  and  structures 4,823.82  2,934.83 

Repairs  and  maintenance  to  roads  and  trails 166.15  


TOTAL  $ 49,193.50  $ 34,929.88 


TRANSMISSION  AND  DISTRIBUTION  EXPENSE: 

Superintendence  $ 31,322.11  $ 26,089.43 

Patrolling  storage  facilities  12,205.60  9.657.86 

Meters  and  fitting's  department 70,191.32  47,553.12 

Street  department  13,234.34  13,529.93 

Consumers’  premises  expense  13,037.11  17,370.49 

Miscellaneous  supplies  and  expense  7,582.74  9,515.53 

Repairs  to  transmission  mains  and  canals 21,016.87  23,094.05 

Repairs  to  reservoirs,  tanks,  and  stand  pipes  1,300.17  3,726.55 

Repairs  to  distribution  mains  and  canals  40,619.62  34,750.09 

Repairs  to  service  60,334.37  50,242.47 

Repairs  to  distribution  buildings  4,836.85  5,269.45 

Repairs  to  miscellaneous  distribution  equipment  . . 1,079.76  1,192.24 


TOTAL  $276,760.86  $241,990.21 


78 


EXHIBIT  B— SCHEDULE  1 
SAN  FRANCISCO  WATER  DEPARTMENT 


STATEMENT  OF  OPERATING  EXPENSES  (Continued) 
For  the  Fiscal  Years  Ended  June  30,  1936  and  1935 


COMMERCIAL  EXPENSE: 

Collections  

Reading  meters  

Bookkeeping  department 

General  

Inspection  and  service  . . 
Shipping  


Fiscal  Year  Ended  June  30, 
1936  1935 

$107,293.41  $102,551.72 

35,304.14  32,909.68 

94,811.44  92,647.66 

30,142.54  28,762.21 

43,363.53  41,771.83 

14,182.12  13,664.34 


TOTAL 


$325,097.18  $312,307.44 


ADMINISTRATIVE  AND  GENERAL  EXPENSES: 


Salaries  of  general  officers  

Salaries  of  general  office  clerks 

Miscellaneous  supplies  and  expense  

Injuries  and  damages  

Relief  department  expense  

Mason  street  building  expense  

Telephone  service  

Guest  cottages  and  rest  room  

General  engineering  

Hydrography  

Miscellaneous  

Compensation  insurance  

Other  insurance  

Repairs,  Mason  street  building  

Repairs,  general  structures  

Repairs,  telephone  system  

Professional  services,  advisory  and  consulting  ex- 
pense   

Public  Utility  Commission  expenses 

Property  taxes  


$ 18,400.04 
37,782.14 
5,827.28 
532.58 
42,620.31 
21,410.13 

15.106.10 
1,286.44 

29,072.55 

4,596.39 

3,564.90 

4,315.70 

6,456.16 

2,209.20 

430.04 

5,733.74 

6,439.25 

45.468.10 
199,648.01 


$ 16,468.03 

32.148.76 
5,982.46 
5,617.11 

42,725.24 

20,371.00 

13.350.77 
1,309.23 

24,248.41 

2,916.84 

1,871.80 

12,839.46 

6,505.14 

266.52 


4,967.99 

1,871.02 

37,977.00 

201,278.31 


.$450,899.06  $432,715.09 


TOTAL 
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F.  W.  LAFRENTZ  & CO. 
BULLOCK,  KELLOGG  & MITCHELL 

CERTIFIED  PUBLIC  ACCOUNTANTS 
605  Mills  Building 
San  Francisco,  Calif. 


October  14,  1936. 

Honorable  Leonard  S.  Leavy,  Controller,  City  and  County  of  San  Francisco, 

San  Francisco,  California. 

Dear  Sir:  Pursuant  to  your  instructions,  we  have  made  an  examination  of 

the  books  and  accounts  of  the  Hetch  Hetchy  Water  Supply  and  Power  Project 
for  the  fiscal  year  ended  June  30,  1936,  and  submit  herewith  our  report  together 
with  the  following  exhibits  and  schedules: 

Exhibit  “A”  Balance  Sheet  as  at  June  30,  1936. 

Exhibit  “B”  Statement  of  Operations,  Hetch  Hetchy  Water 
Supply  Division,  for  the  fiscal  year  ended  June  30, 

1936. 


Exhibit  “C” 


Statement  of  Operations,  Hetch  Hetchy  Power 
Division,  for  the  fiscal  years  ended  June  30,  1936, 
and  June  30,  1935. 


Schedule  #1  Production  Expenses — Hetch  Hetchy  Power  Divi- 
sion. 


Schedule  #2  Transmission  Expenses — Hetch  Hetchy  Power 
Division. 


Schedule  #3  Administrative  and  General  Expenses  — Hetch 
Hetchy  Power  Division. 


SCOPE  OF  EXAMINATION 

Our  examination  was  limited,  in  accordance  with  the  terms  of  the  engage- 
ment, to  a review  and  verification  of  asset  and  liability  accounts  and  a test 
check  of  operating  accounts.  During  the  course  of  our  work  we  made  a general 
review  of  the  accounting  routine  and  tested  books  of  original  entry  and  sup- 
porting evidence  to  an  extent  we  considered  adequate  in  view  of  the  existing 
internal  check.  Our  examination  of  property  accounts  was  limited  to  the  trans- 
actions of  the  fiscal  year  1935-36. 


GENERAL  COMMENTS 
Completion  of  Hetch  Hetchy  Project 
Section  122  of  the  Charter  of  the  City  and  County  of  San  Francisco  provides 
for  the  merger  of  the  Hetch  Hetchy  project,  upon  the  completion  thereof,  with 
the  San  Francisco  Water  Department. 

Beginning  with  October,  1934,  the  Water  Department  has  been  receiving 
Hetch  Hetchy  water  to  an  extent  limited  by  the  capacity  of  the  present  pipe 
line.  Under  these  circumstances  an  opinion  was  requested  from  the  City 


Attorney  as  to  the  legal  status,  and  advice  has  been  received  from  him  reading 
in  part  as  follows: 

. . . “True,  Section  122  of  the  Charter  provides  for  the  merger  of  the 

Hetch  Hetchy  project  with  the  Water  Department  when  the  former  is  com- 
pleted, but  in  my  opinion  the  Hetch  Hetchy  project  is  far  from  completion.” 


DEPRECIATION  OF  WATER  SUPPLY  AND  POWER  ASSETS 

While,  as  noted  in  the  foregoing,  the  City  Attorney  has  held  that  the  Hetch 
Hetchy  project  is  not  completed,  an  arbitrary  division  of  costs  of  construction 
was  made  on  June  30,  1926,  as  between  water  and  power  (the  latter  being 
revenue  producing) . In  addition  a certain  amount  of  water  has  been  released 
to  the  Water  Department.  With  the  exception  of  certain  power  assets,  which 
are  strictly  power  plant  and  equipment  items,  provision  has  not  been  made  for 
depreciating  fixed  capital.  Under  these  circumstances  it  is  apparent  that 
depreciation  allowances  should  be  established  in  order  that  proper  charges 
may  be  made  against  power  operations  and  to  reflect  the  burden  which  should 
be  placed  against  the  water  being  released  for  consumption  purposes. 

We  requested  the  data  concerning  costs,  life  expectancy,  and  rates  which 
would  enable  us  to  set  up  the  proper  depreciation,  but  we  were  advised  that 
these  are  not  available  as  funds  have  not  been  appropriated  for  the  purpose 
of  making  the  surveys  required  by  Section  128  of  the  Charter. 

The  result  of  this  condition  is  that  the  operations  for  the  current  fiscal  year 
do  not  contain  provision  for  depreciation,  except  on  power  equipment  assets 
aggregating  in  value  approximately  $7,000,000.00. 

OPERATIONS  OF  THE  WATER  SUPPLY  DIVISION 

The  result  of  operations  of  this  division  is  shown  in  Exhibit  “B”.  Operating 
income  is  not  reflected  inasmuch  as  the  water  supply  operations  are  financed 
by  reimbursement  from  the  San  Francisco  Water  Department  and  Hetch 
Hetchy  power  division  and  by  contributions  from  taxes  of  the  City  and  County 
of  San  Francisco.  Reimbursements  and  contributions  received  have  been 
credited  directly  to  surplus. 

In  addition  to  interest  on  bonds  sold  since  June  30,  1926,  this  statement 
includes  interest  on  bonds  allocated  to  the  water  division  on  the  basis  of  the 
arbitrary  apportionment  made  as  of  June  30,  1926,  to  which  reference  is  sub- 
sequently made  in  this  report  under  the  caption  of  “Bonded  Debt”.  Any 
change  made  in  this  allocation  would  of  course  affect  the  result  shown  from 
operations. 


OPERATIONS  OF  THE  POWER  DIVISION 

Exhibit  “C”  sets  forth  the  operations  of  the  power  division  for  the  current 
fiscal  year  in  comparison  with  the  income  and  expenses  of  the  prior  year.  In 
compliance  with  Section  64  of  the  City  Charter,  which  provides  that  each 
utility  estimate  the  amount  of  taxes  that  would  be  charged  against  it  if  pri- 
vately owned  and  operated,  we  have  computed  Federal  income  taxes  at  13%% 
and  State  franchise  taxes  at  4%,  the  rates  applicable  to  corporations.  In  the 
computation  of  these  taxes  additional  depreciation  which  should  be  charged 
against  operations  was  not  considered  for  the  reasons  stated  in  the  foregoing 
paragraphs.  Inasmuch  as  Hetch  Hetchy  properties  are  located  outside  of  the 
City  and  County  of  San  Francisco,  property  taxes  were  assessed  against  them 
and,  therefore,  it  is  unnecessary  to  consider  comparison  charges  of  this  nature. 

Comment  has  heretofore  been  made  as  to  the  depreciation  charged  to  power 
earnings. 

The  amount  of  bond  interest  charged  to  the  power  division  is  based  on  the 
1926  segregation  of  assets  referred  to  in  the  comments  relating  to  water 
supply. 


CONSOLIDATED  OPERATIONS 


The  following  is  a summary  consolidation  of  the  water  supply  and  power 
division  operations: 


Revenues  

Expenses: 

Production  and  Plant 

Transmission  

Administrative — General 


Combined  Power  Water  Supply 

$2,395,353.31  $2,389,700.35  $ 5,652.96 


$ 208,987.08  $ 172,090.51  $ 
21,657.88  21,657.88 

73,825.48  51,258.22 


36,896.57 

22,567.26 


$ 304,470.44  $ 245,006.61  $ 59,463.83 

Net  after  Expenses $2,090,882.87  $2,144,693.74  $ 53,810.87 

Deduct: 

Bond  Interest  $3,126,479.34  $ 668,250.00  $2,458,229.34 

Depreciation  175,000.00  175,000.00  


Net  to  Surplus 


$3,301,479.34  $ 843,250.00  $2,458,229.34 
,%1  $10, 59647  $1,301,443.74  %2,512,0Jt0.21 


COMMENTS  ON  THE  BALANCE  SHEET 
Fixed  Capital— $102,662,813.81: 

The  balance  sheet  submitted  in  this  report  reflects  the  consolidated  total  of 
water  supply  and  power  assets.  Section  9 of  the  Raker  Act  (the  Federal  act 
governing  the  Hetch  Hetchy  project)  provides  that  the  cost  of  water  and 
power  sold  under  certain  conditions  be  computed  in  accordance  with  such 
currently  accepted  cost  accounting  practice  as  may  be  determined  by  the  Secre- 
tary of  the  Interior.  Fixed  capital  has  been  allocated  on  the  books  to  the  water 
and  power  divisions  as  follows: 

From  1909-10  Funds:  Total  Water  Power 

Specific  Allocations $ 13,949,370.59  $ 6,440,815.63  $ 7,508,554.96 

Allocated  on  50-50  Basis 28,736,560.57  14,368,280.28  14,368,280.29 


Total  (Water  49%,  Power 

51%)  $ 42,685,931.16  $20,809,095.91  $21,876,835.25 

Interest,  Bond  Discount  and  Ex- 
penses, Allocated  6,400,997.14  2,901,308.54  3,499,688.60 


Total  $ 49,086,928.30  $23,710,404.45  $25,376,523.85 

From  1925  Funds 1,6.04,877.08  1,604,877.08  

From  Power  Revenues 11,823.45  11,823.45 


Balance,  June  30,  1926 $ 50,703,628.83  $25,315,281.53  $25,388,347.30 

Net  Additions  to  June  30, 1935: 

To  Classes  of  Property  which 
were  allocated  as  of  6-30-26  on 

a 50-50  basis  approximately. . . 2,160,000.00  1,720,000.00  440,000.00 

To  Other  Classes  of  Property. .. . 50,441,541.96  50,192,823.80  248,718.16 


Total  $ 52,601,541.96  $51,912,823.80  $ 688,718.16 


Balance,  June  30,  1935 $103,305,170.79  $77,228,105.33  $26,077,065.46 


(Wherever  italics  appear  in  this  Report  they  indicate  red  figures.) 
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Net  Additions  during  Year  ended 


June  30,  1936: 

Additions  $ 150,402.38  $ 43,896.06  $ 106,506.32 

Under  Construction 927,266.70  925,089.67  2,177.03 


$ 1,077,669.08  $ 968,985.73  $ 108,683.35 

Less: 

Retirements 156,477.65  79,124.77  77,352.88 


Net  Additions $ 921,191.43  $ 889,860.96  $ 31,330.47 


Balance,  June  30,  1936 $104,226,362.22  $78,117,966.29  $26,108,395.93 


The  foregoing  allocation  being  arbitrary  is  of  course  subject  to  adjustment. 

The  recorded  additions  for  the  current  year  were  reviewed  and  with  the 
exception  of  minor  adjustments  are  considered  correct. 

With  regard  to  retirements  it  appeared  from  our  examination  that  only  such 
assets  as  are  replaced  are  eliminated  from  fixed  capital  in  service.  The  present 
system  does  not  contemplate  adjustments  to  fixed  capital  covering  abandoned 
assets  and  inventory  differences.  This  procedure  should  be  corrected.  Equip- 
ment and  property  controls  should  be  set  up  on  the  power  books,  and  periodical 
inventories,  when  taken,  should  be  followed  up  by  retiring  from  the  books  any 
discarded  items. 

Reserve  for  Depreciation — $1,563,548.41: 

As  stated  heretofore,  the  depreciation  reserve  applies  exclusively  to  the 
power  division  assets  and  particularly  to  power  houses  and  equipment,  trans- 
mission lines,  transformers,  switches,  etc.  Following  is  an  analysis  of  the 
reserve  showing  the  entries  made  during  the  period  under  review: 


Balance,  June  30,  1935 $1,465,176.29 

Add: 

Provision  for  the  Year 175,000.00 


$1,640,176.29 

Deduct: 

Replacements  $77,352.88 

Less:  Allowances  on  Automobiles 

turned  in 725.00  76,627.88 


Balance,  June  30,  1936 $1,563,548.41 


Section  128  of  the  Charter  requires  the  Public  Utilities  Commission  to  create 
and  maintain  a depreciation  reserve  fund  for  each  utility  in  order  to  have 
available  funds  for  reconstruction  and  replacement  of  assets.  The  balance  of 
the  depreciation  cash  fund  on  June  30,  1936,  was  $222,551.63  as  compared 
with  a balance  of  $1,563,548.41  in  the  reserve  for  functional  depreciation. 

Cash  on  Deposit  with  Treasurer — $6,431,061.40: 

The  following  items  comprise  this  balance: 

Total  Water  Supply  Power 

Construction  Fund  $3,424,466.66  $3,424,466.66  $ 

Bond  Redemption  Funds 1,016,047.75  1,016,047.75  

Bond  Interest  Funds 1,556,247.24  1,556,247.24  

Operating  Fund 211,748.12  47,937.85  163,810.27 

Depreciation  Fund 222,551.63  222,551.63 


$6,431,061.40  $6,044,699.50  $386,361.90 
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These  balances  were  verified  as  of  June  30,  1936,  by  the  auditing  staff  of  the 
Controller’s  office.  We  inspected  the  report  of  such  verification  and  ascertained 
that  the  balances  in  the  respective  funds  as  recorded  on  the  books  were  in 
agreement  therewith. 

Other  Cash — $9,440.32 : 

This  balance  includes  revolving  funds  and  cash  in  transit  as  under : 

Water 

Total  Supply  Power 

Revolving  Fund $8,000.00  $5,000.00  $3,000.00 

American  Trust  Co.,  Tracy 880.93  880.93  

In  Transit  559.39  559.39 


$9,440.32  $5,880.93  $3,559.39 


Revolving  fund  cash  on  hand  was  counted  and  deposits  in  banks  were  verified 
by  reconciliation  of  bank  statements  and  confirmations  obtained  from  the 
depositories. 

The  in  transit  item,  due  from  the  Treasurer  of  the  City  and  County  of  San 
Francisco,  was  received  on  July  6,  1936. 

Accounts  Receivable — $323,894.05 : 

Customers’  Accounts — $196,772.72 : 

The  major  portion  of  this  balance,  $194,064.28,  is  due  from  Pacific  Gas  and 
Electric  Company  for  power  sales  from  Moccasin  and  Early  Intake  power 
houses.  The  balance  represents  miscellaneous  items.  Accounts  receivable  in 
the  sum  of  $18,524.46  were  carried  on  the  water  supply  division  books,  but  inas- 
much as  they  are  deemed  uncollectable,  a reserve  of  equal  amount  has  been 
provided. 

We  reviewed  a copy  of  Ordinance  N.  S.  6684  covering  the  sale  of  power  to 
Pacific  Gas  and  Electric  Co.,  and  in  our  opinion  the  same  has  been  complied 
with.  Power  delivered  at  Newark  is  metered  at  that  point  and  billed  monthly. 
The  meters  are  read  jointly  by  a City  and  County  of  San  Francisco  representa- 
tive and  a Pacific  Gas  and  Electric  Company  official.  Another  meter  is  located 
at  Early  Intake  power  house,  where  readings  are  also  taken. 

Federal  Grants— $122,826.35: 

This  receivable  covers  earned  but  uncollected  balances  of  Federal  Public 
Works  Administration  grants  in  connection  with  construction  as  follows: 


Hetch  Hetchy  Dam $121,226.35 

Moccasin  Diversion  Works 1,600.00 


$122,826.35 


Interest  Receivable — $4,294.98: 

Interest  receivable  on  daily  balances  deposited  with  the  City  and  County  of 
San  Francisco  Treasurer  covering  the  period  from  April  1,  1936,  to  June  30, 
1936,  is  included  in  this  balance.  The  items  are  segregated  as  follows: 

Hetch  Hetchy  Dam $4,060.39 

Moccasin  Diversion  Works 234.59 


$4,294.98 

Interfund  Accounts  Receivable — $20,454.89: 

The  following  items  are  included  in  this  balance: 

Due  from  General  Fund,  City  and  County  of  San  Francisco  $ 1,572.48 

Public  Service  Enterprises: 

Public  Utilities  Improvement  Fund $ 453.97 

San  Francisco  Water  Department 18,428.44  18,882.41 


$20,454.89 
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An  amount  of  $13,446.25  representing  an  interest  charge  is  contained  in  the 
balance  due  from  San  Francisco  Water  Department.  This  item  has  been  car- 
ried for  some  time  and  should  either  be  paid  or  adjusted. 


Deferred  Charges: 

Property  Valuation  Expense — §392,006.43: 

This  caption  includes  payments  for  legal  and  engineering  expenses  and 
expenses  of  the  California  Railroad  Commission,  made  prior  to  June  30,  1929, 
in  connection  with  the  proposed  purchase  of  the  distribution  systems  of  Pacific 
Gas  and  Electric  Company  and  Great  Western  Power  Company. 


aterials  and  Supplies — §17,305.47: 

rials  and  supplies  located  at  Moccasin  power  house  are  represented  by 
nount.  A physical  inventory  was  taken  May  31,  1936,  and  the  book 
t was  adjusted  accordingly. 


Other  Deferred  Charges — §36,313.77: 

The  following  are  included  in  this  group: 

Prepaid  Rent: 

One-half  of  the  $20,000.00  annual  payment  made  under  the  terms 

of  the  Raker  Act $10,000.00 

Preliminary  investigations  and  surveys,  extension  of  transmission 

line,  Newark  to  San  Francisco 2,210.96 

Preliminary  investigations  and  surveys,  proposed  power  house  at 

Red  Mountain  Bar 554.52 

Preliminary  investigations  and  surveys,  distribution  of  power  by 

City  and  County  of  San  Francisco 7,108.64 

Services  rendered  to  San  Francisco  Airport,  reimbursement  to  be 

made  at  future  date 15,068.16 

Miscellaneous 1,371.49 


$36,313.77 


Bonded  Debt— §70,572,000.00: 

The  following  recapitulation  reflects  the  changes  in  bonded  debt  during  the 


fiscal  year  1935-36: 

Outstanding 

Issue  6-30-35 

July  1,  1910— 4%%.  .$30,004,000.00 
January  1,  1925—5%.  8,500,000.00 

July  1,  1928— 4%%. . . 24,000,000.00 
June  1,  1932: 

3%  

4%  260,000.00 

4 y2%  143,000.00 

5%  1,178,000.00 

5%%  4,325,000.00 

December  1,  1933—4%  3,325,000.00 


$71,735,000.00 


T=ti0“SCTeX^  °T^S 


$ $ 988,000.00  $29,016,000.00 

250,000.00  8,250,000.00 

24,000,000.00 

194,000.00  194,000.00 

260,000.00 

143,000.00 

56,000.00  1,234,000.00 

4,325,000.00 

175,000.00  3,150,000.00 


;cked  with  the  resolutions  a 
om  the  City  and  County  Tres 
3 supporting  redemptions  w 
by  intern  al  check  o 


The  outstanding  bonds  of  the  issue  of  July  1.  1910,  were  allocated  as  of  June 
30,  1926,  to  the  water  and  power  divisions  as  follows: 

Water  Division  48.79%  $19,029,000.00 

Power  Division  51.21%  19,971,000.00 


100.00%  $39,000,000.00 


The  following  reflects  the  changes  in  the  1910  issue  since  June  30,  1926: 

Total  Water  Power 

Outstanding,  June  30,  1926 $39,000,000.00  $19,029,000.00  $19,971,000.00 

Deduct:  Redemptions  of  $1,000,- 

000.00  per  year 10,000,000.00  4,879,000.00  5,121,000.00 


Balance $29,000,000.00  $14,150,000.00  $14,850,000.00 

Add : Bonds  not  presented  for  pay- 
ment   16,000.00  16,000.00  


$29,016,000.00  $14,166,000.00  $14,850,000.00 

Bonds  maturing  July  1,  1936, 
transferred  to  the  Water  Divi- 
sion as  cash  for  redemption  - 

thereof  was  transferred  from 


the  Power  Division 512,100.00  512,100.00 

Outstanding,  June  30,  1936 $29,016,000.00  $14,678,100.00  $14,337,900.00 


Bonds  authorized  in  connection  with  the  Hetch  Hetchy  Water  Supply  and 
Power  Project,  together  with  those  sold,  redeemed,  and  outstanding  as  of 
June  30,  1936,  are  summarized  as  follows : 


Outstanding 

Authorized  Sold  Redeemed  6-30-36 

January  1, '1909..  .$  600,000.00  $ 600,000.00  $ 600,000.00  $ 

July  1,  1910 45,000,000.00  45,000,000.00  15,984,000.00  29,016,000.00 

January  1,  1925..  . 10,000,000.00  10,000,000.00  1,750,000.00  8,250,000.00 

July  1,  1928 24,000,000.00  24,000,000.00  24,000,000.00 

June  1,  1932 6,500,000.00  6,156,000.00  6,156,000.00 

December  1,  1933.  3,500,000.00  3,500,000.00  350,000.00  3,150,000.00 


$89,600,000.00  $89,256,000.00  $18,684,000.00  $70,572,000.00 


Bond  Interest — $1,590,333.54: 


The  following  is  a segregation,  by  bond  issues,  of  this  amount: 


Total 


July  1,  1910—4%%. 
January  1,  1925 — 5% 
July  1,  1928—4%%. 
June  1,  1932: 

4%  ! 

4%%  


5%%  

December  1,  1933 — 4%. 


$ 668,205.00 
208,150.00 
545,917.50 

1,415.00 

2,246.66 

783.75 

15,916.67 

80,638.96 

67,060.00 


Due 

July  1,  1936 
$ 652,500.00 
206,250.00 
540,000.00 


Matured 
Not  Paid 
$ 15,705.00 

1.900.00 
5,917.50 

930.00 

1.380.00 
247.50 

10.775.00 

59.915.00 

56.560.00 


485.00 

866.66 

536.25 

5,141.67 

20,723.96 

10,500.00 


$1,590,333.54  $1,398,750.00 


$153,330.00  $38,253.64 


Contract  Payable — United  States  Government — $250,000.00: 

This  sum  represents  the  last  of  five  equal  yearly  installments  payable  to  the 
United  States  Government  for  construction  and  maintenance  of  roads  and 
trails  in  Yosemite  National  Park  in  connection  with  Hetch  Hetchy  water  rights 
under  the  Raker  Act.  The  liability  is  covered  by  a supplemental  agreement 
executed  September  27,  1932. 

Warrants  Outstanding — $38,539.15: 

This  amount  represents  warrants  drawn  which  have  not  as  yet  been  pre- 
sented for  payment.  The  balance  is  in  agreement  with  the  Controller’s  records. 
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Contracts,  Purchase  Orders  and  Other  Commitments — §2,949,415.44: 

We  have  set  up  this  amount  to  reflect  the  contractual  commitments  against 
available  cash,  and  inasmuch  as  the  major  portion  of  the  obligations  there- 
under haye  not  as  yet  been  performed,  a contra  debit  of  $2,708,860.65  has  been 
Included  under  the  caption  “Deferred  Charges.” 

Interfund  Accounts — §141,429.02: 


These  consist  of  the  following: 

Due  to  General  Fund,  City  and  County  of  San  Francisco $121,914.72 

Due  to  San  Francisco  Water  Department 19,514.30 


$141,429.02 


Included  in  the  amount  due  to  the  General  Fund  is  $114,932.06  advanced 
for  bond  redemptions.  The  balance  consists  of  miscellaneous  advances. 

The  sum  payable  to  the  San  Francisco  Water  Department  includes  $18,021.00 
which  represents  the  unused  portion  of  current  year  advances. 

Surplus— §36,862,915.89: 

An  analysis  of  surplus  for  the  period  under  review  follows: 

Balance,  June  30,  1935 $35,589,645.52 

Add: 

Contribution  from  Taxes  for  Bond  Interest  and 

Redemption $1,715,724.95 

Reimbursement  from  San  Francisco  Water  De- 
partment: 

For  Bond  Interest  and  Redemption 447,025.00 

For  Current  Expenses 66,057.00 

Federal  Grants  Earned  268,144.29 

Net  Income  from  Operations  of  Power  Division.  1,301,443.74  3,798,394.98 


$39,388,040.50 

Deduct: 

Net  Cost  of  Operations  of  Water  Supply  Division . $2,512,040.21 
Interest  Earned  on  Bank  Balances — Credited  to 

Income  13,084.40  2,525,124.61 


Balance,  June  30,  1936 $36,862,915.89 


Contingent  Liabilities: 

We  requested  information  from  the  City  Attorney  as  to  contingent  lia- 
bilities existing  by  reason  of  pending  litigation  and  were  informed  that  ap- 
proximately fifty  riparian  lawsuits  are  pending  in  Stanislaus  County,  many 
claims  are  on  file  for  the  drying  up  of  springs  along  the  pipe  line  right  of  way, 
and  a number  of  damage  suits  are  pending  for  various  types  of  torts.  The 
liability  involved  in  these  suits  will  remain  indefinite  as  to  amount  until  they 
have  been  adjudicated. 


Respectfully  submitted, 

F.  W.  LAFRENTZ  & CO., 

BULLOCK,  KELLOGG  & MITCHELL, 


Certified  Public  Accountants. 


..,10i3SS«:“ 
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EXHIBIT  “B” 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 
WATER  SUPPLY  DIVISION 


Statement  of  Operations  for  the  Fiscal  Year  Ended  June  30,  1936 


EXPENSES: 

Plant  Operating  Expense: 

Salaries  and  Wages  $19,689.12 

Contributions  to  Retirement  System  600.96 

Insurance  113.19 

Traveling 214.12 

Operating  Supplies 1,952.07 

Miscellaneous  51.04  $ 22,620.50 


Repairs  and  Maintenance: 

Buildings  and  Structures $ 

Reservoirs,  Dams  and  Intakes 

Pipelines  

Aqueduct  Tunnels 

Roads  and  Trails — Production 

Roads  and  Trails — Transmission . . . 

Roads  and  Trails — Aqueduct 

Automotive  Equipment 

Miscellaneous  


1,514.95 

775.22 

2,581.15 

2,666.04 

4,670.40 

349.21 

77.92 

752.08 

889.10 


Administrative  and  General  Expense: 

Salaries  and  Wages  $ 9,031.84 

Contributions  to  Retirement  Sys- 
tem   563.98 

Services  of  Other  Departments. . . . 2,295^37 

Professional  Services 950.00 

Stationery,  Office  Supplies  and  Post- 
age   197.06 

Telephone  and  Telegraph 79.12 

Traveling  1,294.64 

Insurance  7.37 

Injuries  and  Damages 565.85 

Hydrography  3,582.18 

Automobile  Insurance 394.14 

Medical  Attention 62.64 

Rents  2,090.00 

Taxes — Actually  Paid  1,453.07  22,567.26 


Expenses  (exclusive  of  Bond  Interest 

and  Depreciation)  $ 59,463.83 

BOND  INTEREST 2,458,229.34 

DEPRECIATION  (See  Comments)  None 


Total  Expense $2,517,693.17 

Deduct:  Non-Operating  Income: 

Rental  Income  $ 2,600.75 

Interest  Earned 3,052.21  5,652.96 


NET  COST  OF  OPERATIONS. 


$2,512,040.21 
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EXHIBIT  “C” 


HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 
POWER  DIVISION 

Statement  of  Operations  for  the  Fiscal  Years  Ended  June  30,  1936  and  1935 


REVENUES: 


Power  Sales: 

Moccasin  Power  House: 

Fiscal  Year  Ended  June  30 


Through  Pacific  Gas  and  Electric  Company. 
Less:  Distribution  Commission  

1936 

.$8,565,877.56 
. 6,292,445.61 

1935 

$8,169,397.90 

5,968,970.57 

Remainder  

Water  Division  for  Construction 

Miscellaneous  

.$2,273,432.05 

682.84 

$2,200,427.33 

11,122.40 

401.99 

$2,274,114.89 

$2,211,951.72 

Early  Intake  Power  House: 

Pacific  Gas  and  Electric  Company 

General  Consumers  

.$  70,837.49 

21,101.40 

$ 89,375.00 

2,998.67 

$ 91,938.89 

$ 92,373.67 

Other  Revenues: 

Interest  Earned 

Rents  

Hospital  Fees  

Meals  

Sale  of  Water  

Compensation  Insurance  Refund 

Miscellaneous 

Sale  of  Three  Bunk  Houses 


$ 10,083.61  $ 

4,937.85 
311.50 
7,216.26 
446.26 


551.09 

100.00 


23,660.93 

4,303.71 

1,262.75 

7,904.86 

137.49 

2,577.00 

1,620.38 


$ 23,646.57  $ 41,467.12 

$2,389,700.35  $2,345,792.51 


EXPENSES: 

Operating  Expenses,  exclusive  of  Depreciation: 

Production  (Schedule  No.  1) $ 172,090.51  $ 203.2S9.52 

Transmission  (Schedule  No.  2) 21,657.88  21.595.80 

Administrative  and  General  (Schedule  No.  3) . 51,258.22  49,351.71 


$ 245,006.61  $ 274.237.03 

Provision  for  Depreciation 175,000.00  175,000.00 


$ 420,006.61  $ 449,237.03 

Bond  Interest 668,250.00  691,294.50 

Payments  to  Turlock  and  Modesto  Irrigation  Dis- 
tricts under  the  Provisions  of  the  Raker  Act  90,643.06 


$1,088,256.61  $1,231,174.59 


NET  INCOME  TRANSFERRED  TO  SUR- 
PLUS   $1,301,443.74  $1,114,617.92 


Comparative  Charges  as  required  by  Section  64  of 
the  City  Charter: 

Federal  Income  Tax $ 179.000.00  $ 153,000.00 

State  Franchise  Tax 52,000.00  


SCHEDULE  No.  1 


HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 
POWER  DIVISION 


Statement  of  Production  Expenses  for  the  Fiscal  Years  Ended 
June  30,  1936  and  1935 

OPERATION: 

Superintendence  

Hydraulic  Labor  

Station  Labor  

Miscellaneous  Labor  . 

Supplies  and  Expenses 

Contributions  to  Retirement  System 
Compensation  Insurance  


$109,959.26  $ 98,786.08 


Fiscal  Year  Ended  June  30 
1936  1935 

.$  14,680.53  $ 14,540.95 

. 11,124.48  13,968.79 

. 44,227.33  36,637.39 

. 18,690.46  672.75 

. 17,157.68  24,914.32 

3,426.64  4,323.15 

652.14  3,728.73 


MAINTENANCE : 


Structures  $ 22,544.39  $ 26,233.28 

Reservoirs,  Dams  and  Intakes 4,343.82  8,896.95 

Waterways  4,220.09  4,168.19 

Forebays,  Penstocks  and  Tailraces 1,031.49  1,371.54 

Roads  and  Trails 5,385.41  17,537.30 

Hydraulic  Power  Plant  Equipment 1,378.81  7,053.89 

Miscellaneous  Power  Plant  Equipment 733.81  1,912.90 


$ 39,637.82  $ 67,174.05 


MISCELLANEOUS : 


Rent  $ 18,030.00 

Relief  and  Welfare  Work 734.54 

Communication  System  3,027.12 

Fire  Fighting  and  Patrol 22.47 

Hydrography  679.30 


$ 20,000.00 
3,413.77 
7,946.31 
1,101.02 
4,868.29 


SCHEDULE  No.  2 


HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 
POWER  DIVISION 


Statement  of  Transmission  Expenses  for  the  Fiscal  Years  Ended 
June  30,  1936  and  1935 


OPERATION: 

Superintendence  

Station  Labor  

Substation  Supplies  and  Expenses 

Transmission  Lines  Labor 

Transmission  Lines  Supplies  and  Expenses. 

Contributions  to  Retirement  System 

Compensation  Insurance  


Fiscal  Year  Ended  June  30 
1936  1935 

$ 3,116.99  $ 2,223.11 

19.99  864.25 

294.95  1,263.24 

4,608.07  674.46 

1,043.58  391.32 

292.88  319.96 

116.20  289.01 


$ 9,492.66  $ 6,025.35 


MAINTENANCE: 
Transmission  Structures 
Substation  Equipment  . . 
Tower  Line  Conductors. 

Poles  and  Fixtures 

Pole  Line  Conductors. . . 

Roads  and  Trails 

Miscellaneous  


$ 505.03  $ 1,382.69 

1,623.10  1,641.54 

1,070.75  448.28 

4,026.50  4,908.61 

351.00  2,302.38 

349.20  3,881.59 

3,939.64  675.36 


$ 11,865.22  $ 15,240.45 


MISCELLANEOUS— TRANSMISSION  RENTS  $ 300.00  $ 330.00 

$ 21,657.88  $ 21,595.80 


SCHEDULE  No.  3 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 
POWER  DIVISION 


Statement  of  Administrative  and  General  Expenses  for  the  Fiscal  Years 
Ended  June  30,  1936  and  1935 


Fiscal  Year  Ended  June  30 
1936  1935 

Salaries  and  Wages.  $ 8,760.18  $ 8,743.98 

Contributions  to  Retirement  System 426.49  643.28 

Services  of  Other  Departments 24,513.42  27,735.36 

Professional  Services  1,775.00  1,735.45 

Stationery,  Office  Supplies  and  Postage 353.29  994.83 

Telephone  and  Telegraph  180.91  152.65 

Traveling  477.68  4,174.95 

Compensation  Insurance  5.23  3.35 

Injuries  and  Damages 851.54  1,179.63 

County  and  Irrigation  District  Taxes 3,444.39  2,908.51 

Maintenance — Automotive  Equipment 5,076.69  

Automobile  Insurance  Premiums 693.32  858.S9 

Miscellaneous  4,700.08  220.83 


$ 51,258.22  $ 49,351.71 


Examination  of  Accounts 

Municipal  Railway 
of  San  Francisco 


For  the  fiscal  year  ended  June  30,  1936 
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Lybrand,  Ross  Bros.  & Montgomery 

ACCOUNTANTS  AND  AUDITORS 
2 Pine  Street 
San  Francisco 

September  17,  1936. 

The  Honorable  Leonard  S.  Leavy,  Controller, 

City  and  County  of  San  Francisco,  San  Francisco,  California. 

Dear  Sir:  In  accordance  with  your  instructions,  issued  under  the  powers 

delegated  to  you  by  Ordinance  No.  9.0621,  approved  by  the  Board  of  Super- 
visors on  October  9,  1933,  we  have  made  an  examination  of  the  balance 
sheet  of  the 

MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 

as  at  June  30,  1936,  and  of  the  statements  of  income  and  surplus  for  the 
year  then  ended. 

The  annexed  statements  are  in  agreement  with  the  records  of  the  depart- 
ment, except  with  respect  to  the  reserve  for  accidents,  which  we  have 
increased  by  $71,203.12,  and  the  provision  for  depreciation,  which  we  have 
increased  in  the  amount  of  $599,990.31,  the  latter  adjustment  being  sum- 
marized as  follows: 


Fiscal  year  ended  June  30: 

Provision 
as  Revised 

Provision 
Per  Records 

Additional 

Provision 

1934  

1935  

. . .$287,000.59 
. ..  287,052.06 

$ 52,606.00 
100,000.00 

$234,394.59 

187,052.06 

1936  

$574,052.65 

$152,606.00 

100,000.00 

$421,446.65 

178,543.66 

$852,596.31 

$252,606.00 

$599,990.31 

As  stated  in  a subsequent  section  of  this  report,  the  increased  provisions 
for  the  fiscal  years  ended  June  30,  1934  and  1935,  were  made  to  reflect  the 
provision  on  the  basis  of  three  per  cent  of  the  cost  of  road  and  equipment, 
this  being  the  basis  in  effect  from  May  l,  1926,  to  June  30,  1933.  The  pro- 
vision of  $278,543.66  for  the  year  under  review  was  set  up  in  accordance 
with  the  recommendations  of  Mr.  Paul  J.  Ost,  chief  electrical  engineer  of 
utilities,  and  Mr.  Frank  J.  Sheehan,  engineer  of  maintenance  of  way  of  the 
Municipal  Railway.  After  giving  effect  to  the  foregoing  adjustments,  the 
property  accounts  at  June  30,  1936,  show  gross  values  of  $9,894,247.74  and 
net  values  of  $3,979,743.55.  The  charter  of  the  City  and  County  of  San  Fran- 
cisco provides  that  at  least  every  five  years  an  appraisal  shall  be  made  of  the 
properties  of  the  various  utilities  and  the  amount  of  reasonable  annual 
depreciation  shall  be  determined,  using  such  appraised  value  as  a basis.  The 
Public  Utilities  Commission  requested  an  appropriation  of  $20,000  for  this 
purpose  in  the  1936-37  budget,  which  was  denied. 

In  our  opinion,  the  annexed  statements,  subject  to  the  foregoing  com- 
ments, set  forth  the  financial  condition  of  the  Municipal  Railway  of  San 
Francisco  as  at  June  30,  1936,  and  the  results  of  its  operations  for  the  fiscal 
year  then  ended.  In  this  latter  connection  we  have  shown  in  the  income 
account  as  a memorandum  statement  the  amount  of  local  taxes  which  would 
be  payable  by  the  railway  if  privately  owned.  For  this  purpose  we  have 
used  as  a basis  the  same  percentage  of  gross  revenues  as  that  paid  by  the 
Market  Street  Railway  Company  for  the  year  ended  June  30,  1936. 

The  expert  to  the  grand  jury  participated  in  this  examination. 


Income  Account: 

We  made  a general  review  and  test  checks  of  the  income  account  for  the 
year  and  compared  the  income  and  expenses  with  those  of  the  preceding  year. 
The  following  comparative  summary  of  the  results  of  operations  for  the 
fiscal  years  ended  June  30,  1936  and  1935,  gives  effect  to  the  additional 
depreciation  provisions: 

Years  Ended  June  30 
1936  1935 

Operating  revenues  $3,072,607.92  $3,031,422.89 

Operating  expenses,  other  than  de- 
preciation   2,767,028.30  2,735,220.75 

Profit  from  operations  before  pro- 
vision for  depreciation  $ 305,579.62  $ 296,202.14 

Other  income,  net  3,460.42  18,126.50 

Profit  before  interest  and  deprecia- 
tion   $ 309,040.04  $ 314,328.64 

Interest  on  funded  debt  87,083.33  92,083.33 

Profit  before  depreciation  $ 221,956.71  $ 222,245.31 

Provision  for  depreciation 278,543.66  287,052.06 

Net  loss  $ 56,586.95  $ 64,806.75 

Estimated  comparison  charges  for 

franchise  and  property  taxes  ....  $ 100,000.00  $ 98,000.00 


BALANCE  SHEET  COMMENTS 

The  following  comments  refer  to  various  assets  and  liabilities  which 
appear  in  the  accompanying  balance  sheet. 

Fixed  Capital: 

A summary  of  the  fixed  capital  follows: 


Balance,  June  30,  1935  $9,875,064.77 

Additions  44,677.11 

$9,919,741.88 

Retirements  25,494.14 

Balance,  June  30,  1936  $9,894,247.74 


A segregation  of  these  assets  is  shown  on  page  105  of  this  report. 

We  examined  the  supporting  documents  covering  the  principal  additions 
to  the  fixed  capital  accounts  for  the  year  ended  June  30,  1936,  and  deter- 
mined that  they  represented  proper  capital  charges. 

Additions  for  the  year  included  $27,121.63  for  engineering  surveys  made 
in  connection  with  various  rapid  transit  plans  under  consideration.  This 
represents  only  the  expenditure  made  by  the  city  and  county  and  does  not 
include  some  $22,000  expended  for  the  same  purpose  by  the  Federal  Govern- 
ment under  the  Works  Progress  Administration. 

Provision  for  Depreciation: 

Prior  to  May  1,  1926,  depreciation  was  computed  on  the  basis  of  eighteen 
per  cent  of  the  gross  passenger  revenues,  less  bond  redemption  require- 
ments, in  accordance  with  Ordinance  No.  3109,  effective  February  8.  1915. 

From  May  1,  1926,  to  June  30,  1933,  depreciation  was  provided  on  the 
basis  of  three  per  cent  of  the  cost  of  road  and  equipment  in  accordance  with 
Ordinance  No.  7060,  which  repealed  Ordinance  No.  3109. 

From  July  1,  1933,  to  June  30,  1936,  Section  12S  of  the  charter  was  inter- 
preted to  mean  that  the  amounts  of  cash  set  aside  in  the  Depreciation  Fund 
for  current  replacements  of  properties  were  also  the  amounts  chargeable  to 
operations,  as  follows: 


.$  52,606 
. 100,000 
. 100,000 
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Fiscal  year: 

1933- 1934 

1934- 1935 

1935- 1936 


We  discussed  this  matter  with  Mr.  Paul  J.  Ost,  chief  electrical  engineer  of 
utilities,  and  Mr.  Frank  J.  Sheehan,  engineer  of  maintenance  of  way  of  the 
Municipal  Railway,  who  stated  that  these  amounts  were  inadequate  for 
physical  and  functional  depreciation  of  the  properties,  and  recommended  that 
depreciation  in  the  amount  of  $278,543.66  be  charged  to  operations  for  the 
fiscal  year  1935-1936.  A schedule  setting  forth  their  recommendations  in 
detail  is  annexed.  Accordingly,  we  have  used  the  recommended  allowance  of 
$278,543.66  for  the  purpose  of  the  1935-36  income  account.  The  allowances 
for  1933-34  and  1934-35  have  also  been  corrected  on  the  basis  used  from 
May  1,  1926,  to  June  30,  1933',  i.  e.,  three  per  cent  of  the  cost  of  road  and 
equipment. 

Cash: 

Cash  on  deposit  with  the  Treasurer  was  verified  by  the  Controller  in 
accordance  with  Section  66  of  the  charter.  We  therefore  restricted  our  veri- 
fication in  that  connection  to  a review  of  the  working  papers  prepared  by 
the  Controller’s  audit  staff. 

A summary  of  the  cash  balances  follows: 


On  deposit  with  Treasurer: 

Operating  fund  $562,706.08 

Depreciation  reserve  fund  261,734.13 

Accident  reserve  fund  6,881.50 

Bond  interest  fund  14,062.50 

Bond  redemption  fund  500.00 


$845,884.21 

Revolving  funds  4,000.00 


$849,884.21 


The  foregoing  amounts  were  in  agreement  with  the  Treasurer’s  balance 
sheet.  Revolving  funds  were  verified  by  count  and  by  communication  with 
depositaries. 

The  balance  of  $6,881.50  in  the  Accident  Reserve  Fund  has  been  carried 
forward  unchanged  from  June  30,  1931.  All  payments  since  October  31,  1929, 
for  accidents  have  been  made  from  the  Operating  Fund  in  accordance  with 
Ordinance  No.  8570,  Section  3 of  which  reads,  in  effect,  as  follows: 

“There  shall  annually,  during  the  month  of  July,  be  placed  in  said  Acci- 
dent Reserve  Fund  two  and  one-half  per  cent  of  the  gross  revenues  for  the 
preceding  fiscal  year  less  the  amounts  paid  from  the  Operating  Fund  during 
the  preceding  fiscal  year  for  claims  for  damages.” 

These  periodical  settlements  were  made  between  the  Operating  Fund  and 
the  Accident  Reserve  Fund  up  to  and  including  June  30,  1931,  at  which  date 
the  cash  balance  in  the  Accident  Reserve  Fund  amounted  to  $6,881.50.  Sub- 
sequent to  June  30,  1931,  no  such  settlements  were  made. 

Deferred  Charges: 

A summary  follows: 

Materials  and  supplies  $160,162.42 

Cash  advanced  to  Public  Utilities  Improvement  Fund 
for  track  reconstruction  and  improvement  of  mate- 
rial storage  facilities  131,262.00 

Goods  and  services  receivable  under  contracts,  pur- 
chase orders,  etc 37,149.05 

Replacement  jobs  in  progress  13,537.71 

Other  deferred  charges  249.22 


$342,360.40 
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Materials  and  supplies  are  stated  as  shown  by  the  books  since  physical 
inventory  was  not  taken  as  at  June  30,  1936.  Our  investigation  disclosed  that 
a number  of  the  items  are  quite  old,  some  of  them  dating  back  to  the  incep- 
tion of  operations  in  1912.  We  recommend  that  a survey  of  these  items  be 
made  by  the  engineers  to  determine  to  what  extent  deterioration  and  obsoles- 
cence have  reduced  their  serviceable  values. 

The  cash  advance  of  $131,262.00  to  the  Public  Utilities  Improvement  Fund 
was  made  to  cover  the  cost  of  track  reconstruction  on  Union  and  Geary 
streets,  and  the  improvement  of  material  storage  facilities  at  the  Seventeenth 
street  car  house.  Upon  completion  of  these  projects,  the  costs  thereof  will  be 
transferred  from  the  books  of  the  Public  Utilities  Improvement  Fund  to  those 
of  the  Municipal  Railway. 

Bonds  and  Bond  Interest: 

A summary  follows: 

Bonded  debt: 

Issue  of  December  1,  1913,  due  1936  to  1952,  inclu- 
sive, at  the  rate  of  $100,000  per  year $1,700,000.00 

Matured  bond  not  presented  for  payment 500.00 


$1,700,500.00 

Bond  interest:  

Accrued  interest  for  June,  1936  $ 7,083.33 

Matured  coupons: 

1913  issue  $14,017.50 

1910  issue  (Geary  street)  22.50 

1910  issue  (Market  street)  22.50  14,062.50 


$ 21,145.83 


These  liabilities  were  verified  by  reference  to  the  records  of  the  Controller. 
Reserve  for  Accidents: 

On  April  30,  1926,  Ordinance  No.  7060  was  approved  by  the  Board  of 
Supervisors,  creating  the  Accident  Reserve  Fund  and  providing  for  the 
transfer  to  it  of  $100,000  from  the  Depreciation  Fund.  This  ordinance  also 
provided  for  annual  cash  transfers  from  the  Operating  Fund  to  the  Accident 
Reserve  Fund  in  amounts  equal  to  2%  per  cent  of  the  gross  passenger  rev- 
enues; it  further  provided  that  the  Accident  Reserve  Fund  be  used  for 
payment  of: 

(1)  Claims  for  injuries  and  damages 

(2)  Incidental  expenses  of  the  claims  and  legal  departments 

In  this  connection,  a liability  account  was  established  entitled  "Reserve 
for  Accidents”,  which  was  built  up  through  annual  charges  to  operations. 
These  charges  from  May  1,  1926,  to  June  30,  1934,  were  based  upon  2%  per 
cent  of  the  gross  operating  revenues,  and  from  July  1,  1934,  to  June  30,  1936, 
upon  3 per  cent  of  the  gross  operating  revenues.  An  analysis  of  the  account 


follows : 

Balance,  May  1,  1926  $100,000.00 

Additions: 

May  1,  1926,  to  June  30,  1934,  on  the  basis  of  2% 

per  cent  of  the  gross  operating  revenues  $669,260.57 

July  1,  1934,  to  June  30,  1936,  on  the  basis  of  3 per 
cent  of  the  gross  operating  revenues  183,120.93  852,381.50 


$952,381.50 

Deduct,  accident  claims  and  incidental  expenses  paid 

and  charged  to  this  account  923,584.62 


Balance  per  books,  June  30,  1936 $ 28,796.88 

Our  audit  adjustments  as  explained  hereinafter 71,203.12 


Balance  per  annexed  balance  sheet $100,000.00 
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The  City  Attorney  stated  that  as  at  June  30,  1936,  lawsuits  aggregating 
approximately  $950,000  were  pending  against  the  Municipal  Railway.  He 
also  stated  that  past  records  indicate  judgments  have  not  generally  exceeded 
10  per  cent  of  the  amounts  prayed  for,  and  expressed  the  opinion  that  a 
reserve  based  upon  that  percentage  should  be  sufficient.  In  addition  to  the 
suits  filed,  there  existed  an  unsatisfied  judgment  of  $7,500  and  unpaid  awards 
aggregating  $1,375. 

In  view  of  the  foregoing,  we  have  increased  the  reserve  for  accidents  to 

$100,000. 


The  accounts  of  the  Municipal  Railway  were  generally  in  satisfactory 
condition. 

We  wish  to  express  our  appreciation  for  the  courtesies  extended  to  us  by 
the  officials  and  employees. 

Very  truly  yours, 

Lybrand,  Ross  Bros.  & Montgomery. 


(Wherever  italics  appear  in  this  Report  they  indicate  red  figures.) 
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MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 
BALANCE  SHEET— June  30,  1936 
ASSETS 


Fixed  capital,  details  annexed: 

Road  and  equipment  $9,867,126.11 

Preliminary  engineering  surveys  27,121.63 

$9,894,247.74 

Less,  provision  for  depreciation  of  road  and 
equipment  5,914,504.19  $3,979,743.55 


Cash: 

On  deposit  with  Treasurer  $ 845,884.21 

Revolving  funds  4,000.00 


Account  receivable  from  the  State  Board  of  Har- 
bor Commissioners  

Interfund  accounts  receivable: 

General  City  and  County $ 1,653.54 

Public  Service  Enterprises  94.03 


Deferred  charges: 

Materials  and  supplies  $ 160,162.42 

Cash  advanced  to  Public  Utilities  Improvement 
Fund  for  track  reconstruction  and  improve- 
ment of  material  storage  facilities  131,262.00 

Goods  and  services  receivable  under  contracts, 

purchase  orders,  etc 37,149.05 

Replacement  jobs  in  progress 13,537.71 

Other  deferred  charges  249.22 


849,884.21 

728.59 

1,747.57 


342,360.40 


$5,174,464.32 


LIABILITIES 

Bonded  debt: 

Issue  of  December  1,  1913,  due  1936  to  1952,  inclu- 
sive, at  the  rate  of  $100,000  per  year $1,700,000. 

Matured  bonds  not  presented  for  payment 

Bond  interest  payable: 

Accrued,  not  due  $ 7,0S3. 

Matured  coupons  not  presented  for  payment  ....  14,062. 

Accounts  payable: 

Warrants  outstanding  $ 96,556. 

Contracts,  purchase  orders,  etc 55,244. 

Interfund  accounts  payable: 

General  City  and  County  $ 84,539. 

Public  Service  Enterprises  853. 

Reserve  for  accidents  

Total  liabilities  and  reserves  

SURPLUS 

Detailed  statement  annexed  


.00  $1,700,500.00 


85,392.87 

100,000.00 

2,058,839.09 

3,115,625.23 
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MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 
SURPLUS  ACCOUNT 
For  the  year  ended  June  30,  1936 


Surplus  from  operations: 

Balance,  June  30,  1935  

Less,  prior  period  adjustments: 

Additional  provision  for  depreciation: 

Fiscal  year  1933-34  $ 234,394.59 

Fiscal  year  1934-35  187,052.06 

$2,144,645.76 

$ 421,446.65 

Additional  provision  for  liability  for  accidents  71,203.12 

492,649.77 

Balance,  June  30,  1935,  as  adjusted 

Net  loss  for  the  year  ended  June  30,  1936,  de- 

$1,651,995.99 

tails  annexed  

56,586.95 

Surplus  from  operations,  June  30,  1936. . 

$1,595,409.04 

Contributed  surplus  (no  change  during  year) : 

From  general  taxes  $1,496,216.19 

Donated  equipment  24,000.00 

1,520,216.19 

Surplus,  June  30,  1936 


$3,115,625.23 
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MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 

COMPARATIVE  INCOME  ACCOUNT 
For  the  years  ended  June  30,  1936  and  1935 


Operating  revenues: 


Years  Ended  June  30. 
1936  1935 


Passenger  $3,049,140.57  $3,008,011.18 

Other  23,467.35  23,411.71 


$3,072,607.92  $3,031,422.89 


Operating  expenses  exclusive  of  provision  for  de- 


preciation: 

Way  and  structures  $ 135,345.70  $ 144,155.48 

Equipment  192,667.28  185,463.50 

Power  474,024.94  473,282.93 

Conducting  transportation  1,683,581.46  1,664,558.41 

Provision  for  accidents  92,178.24  90,942.69 

General  and  miscellaneous  189,230.68  176,817.74 


$2,767,028.30  $2,735,220.75 


Profit  from  operations  before  provision  for 
depreciation  $ 305,579.62  $ 296,202.14 


Other  income: 

Interest  on  bank  balances  $ 6,281.17 

Subsidy  from  Harbor  Commission  728.59 

Miscellaneous  117.92 


15,819.33 

4,537.08 

820.56 


$ 7,127.68  $ 21,176.97 

Less  other  expense  3,667.26  3,050.47 


Other  income,  net  $ 3,460.42  $ 18,126.50 


Profit  before  bond  interest  and  depreciation. $ 309,040.04  $ 314,328.64 
Bond  interest  87,083.33  92,083.33 


Profit  before  depreciation  $ 221,956.71  $ 222,245.31 

Provision  for  depreciation  278,543.66*  287,052.06 


Net  loss  $ 56,586.95  $ 64,806.75 


Comparison  charges  for  franchise  and  property 

taxes,  estimated  $ 100,000.00  $ 98,000.00 


‘Details 
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MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 

SUMMARY  OF  FIXED  CAPITAL 
For  the  year  ended  June  30,  1936 


Road  and  Equipment  Balances, 

June  30,  1935 

j7ay  and  structures: 

Engineering  and  superintendence  . . .$  402,429.04 

Right  of  way  169,839.07 

Other  land  used  in  operations  265,490.48 

Grading  449,596.35 

Ballast  320,064.62 

Ties  170,077.26 

Rails,  rail  fastenings,  and  joints  ....  834,501.05 

Special  work  294,158.20 

Track  and  roadway  labor  702,080.08 

Paving  1,090,833.71 


Additions  Retirements 
$ 855.13  $ 1,311.09 


17,482.89 

13,600.00 

4,231.42 

41,810.19 

2,437.58 

162.49 


Roadway  machinery  and  tools 

Tunnels  and  subways  

Bridges,  trestles,  and  culverts  

i!  Crossings,  fences,  and  signs  

? Signals  and  interlocking  apparatus 
Telephone  and  telegraph  lines  .... 

Poles  and  fixtures  248,513.35 

Underground  conduits  142,495.30 

Distribution  system  729,406.35 

Shops  and  car  houses  859,012.37 

Stations,  miscellaneous  buildings,  and 

, structures  35,482.67 

Cost  of  road  purchased  44.154.47 

Other  expenditures,  way  and  struc- 
I;  tures  


54.82 

175.15 

1,815.63 

14,654.92 

4,804.67 

2,164.01 

315.59 


37.50 

150.75 

1,185.01 

10,982.10 

2,641.14 

1,545.11 


74,203.30  841.94  558.85 


$6,912,060.24  $29,802.97  $20,976.80 


quipment: 

■ Passenger  and  combination  cars,  elec- 
tric   $1,540,128.41  $ 100.43  $ 297.91 

||  Passenger  and  combination  cars,  auto- 
motive   177,618.90  

Service  equipment,  electric  13,871.11  

Service  equipment,  automotive  29,952.50  2,520.58  3,145.00 

Electric  equipment  of  cars 764,028.91  

Shop  equipment  40,976.66  2,039.14  364.43 

Furniture  and  office  equipment  29,294.74  2,600.90  710.00 


$2,595,871.23  $ 7,261.05  $ 4,517.34 


leneral  and  miscellaneous: 

Law  expenditures  $ 26,668.31 

Interest  during  construction  252,270.75 

Miscellaneous  68,685.70 


$ 347,624.76 


Total  road  and  equipment. . .$9,855,556.23  $37,064.02  $25,494.14 


$9,875,064.77  $44,677.11  $25,494.14 


Balances, 
une  30,  1936 


$ 401,973.08 
169,839.07 
265,490.48 

449.596.35 

320.081.94 

170.101.66 

835.131.67 
297,829.02 

704.243.61 
1,091,452.61 

17,798.48 

13,600.00 

4,231.42 

41,810.19 

2,437.58 

162.49 

248.468.35 
142,495.30 

730.620.95 

859.406.61 

35,474.69 

44,154.47 

74,486.39 


$6,920,886.41 


$1,539,930.93 


177.618.90 
13,871.11 
29,328.08 

764.028.91 
42,651.37 
31,185.64 


$2,598,614.94 


$ 


26,668.31 

252,270.75 

68,685.70 


347,624.76 

$9,867,126.11 


27,121.63 

$9,894,247.74 
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MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 

PROVISION  FOR  DEPRECIATION 
June  30,  1936 


Balance,  June  30,  1935: 

Depreciation  provided: 

Total 

December  12,  1912,  to  June  30, 

1933  $5,468,550.16 


Track, 

Distribute 

System 


$1,506,706.42  $3,961,843.74 


Fiscal  year  1933-34 


52,606.00  39,805.42  12,800.58 


Fiscal  year  1934-35 


100,000.00  41,452.11  58,547.89 


$5,621,156.16 

Less,  accrued  depreciation  on  as- 
sets retired  384,377.16 


$1,587,963.95 

100,469.04 


$4,033,192.21 

283,908.12 


Balance,  as  per  books $5,236,779.00  $1,487,494.91 


$3,749,284.09 


Additional  provision  for  depreciation : 


Fiscal  year  1933-34  234,394.59  66,025.43  168,369.16 

Fiscal  year  1934-35  187,052.06  65,493.88  121,558.18 


Balance,  June  30,  1935,  as 

adjusted  $5,658,225.65  $1,619,014.22  $4,039,211.43 

Add,  provision  for  depreciation  for 

the  fiscal  year  1935-36  278,543.66  92,214.54  186,329.12 


Deduct,  accrued  depreciation  < 
sets  retired  


$5,936,769.31  $1,711,228.76  $4,225,540.55 

s- 

22,265.12  4,011.43  18,253.69 


Balance,  June 


1936  ...  .$5,914,504.19  $1,707,217.33  $4,207,286.86 


Report  on  Examination  of  Accounts 


San  Francisco 

City  and  County  Employees’ 
Retirement  System 

For  the  Fiscal  Year  Ended  June  30, 1936 
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John  F.  Forbes  & Company 

CERTIFIED  PUBLIC  ACCOUNTANTS 
Crocker  Building 
San  Francisco. 


October  16,  1936. 

Honorable  Leonard  S.  Leavy,  Controller,  City  and  County  of  San  Francisco, 

San  Francisco,  California. 

Dear  Sir:  We  have  made  an  examination  of  the  accounts  of  the  San 
Francisco  City  and  County  Employees’  Retirement  System  for  the  year 
ended  June  30,  1936,  and  submit  the  following  exhibits  and  schedule: 

Exhibit  A — Balance  Sheet,  June  30,  1936. 

Schedule  1 — Accounts  Receivable,  City  and 
County  of  San  Francisco  (Net). 

Exhibit  B — Statement  of  Revenues  and  Expenditures  for  the 
Fiscal  Year  Ended  June  30,  1936. 

In  addition  to  the  above,  we  present  the  following  comments: 

SCOPE  OF  EXAMINATION 

In  accordance  with  the  terms  of  our  engagement,  our  examination  was 
limited  to  the  verification  of  the  assets  and  liabilities  as  of  June  30,  1936, 
and  a review  and  test  check  of  the  revenues  and  expenditures  for  the  year 
ended  that  date.  In  connection  therewith,  we  made  a general  review  of  the 
accounting  methods,  and  examined  or  tested,  in  a manner  and  to  the  extent 
which  we  considered  appropriate  in  view  of  the  system  of  internal  account- 
ing control,  the  accounting  records  and  other  supporting  evidence,  but  we 
did  not  make  a detailed  audit.  We  engaged  Messrs.  Coates  and  Herfurth  as 
consulting  actuaries  to  review  the  actuarial  methods  and  tables  applied  by 
the  Retirement  System  in  calculating  retirement  allowances,  contribution 
rates,  and  the  division  of  allowances  and  benefits  between  current  and  prior 
services. 

The  expert  to  the  grand  jury  participated  in  the  examination. 

BALANCE  SHEET  COMMENTS 
CASH  ON  DEPOSIT  WITH  TREASURER— 186,358.55 

This  balance  was  verified  as  of  June  30,  1936,  by  the  auditing  staff  of 
the  Controller.  We  inspected  the  working  papers  on  such  verification  and 
ascertained  that  the  balance  as  recorded  on  the  books  was  in  agreement 
therewith. 

ACCRUED  INTEREST  ON  INVESTMENT  BONDS — $297,882.91 

This  amount  represents  the  interest  accrued  on  investment  bonds  from 
last  coupon  date  to  June  30,  1936,  and  was  verified  by  us. 

INVESTMENT  BONDS— 117,768,272.42 

The  following  is  a summary  of  the  investment  bonds  at  June  30,  1936: 
Government,  state,  municipal,  and  other  political  subdivisions.  .$16,140,818.95 


Railroads  717,160.79 

Other  public  utilities 910,292.68 


Total 


,$17,768,272.42 
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These  securities  are  held  in  the  joint  custody  of  the  Controller  and  the 
Treasurer.  The  bonds  on  hand  as  of  June  30,  1936,  were  verified  by  inspec- 
tion or  otherwise  accounted  for  by  us.  The  proceeds  from  interest  coupons 
maturing  during  the  fiscal  year  ended  June  30,  1936,  were  properly  accounted 
for.  None  of  the  securities  held  in  the  Retirement  Fund  were  in  default  as 
to  principal  or  interest  as  of  June  30,  1936. 

During  the  year  under  review,  certain  public  utility  bonds  were  called  for 
redemption,  prior  to  maturity,  at  a premium.  In  accordance  with  a resolu- 
tion of  the  Retirement  Board,  approved  at  its  meeting  of  May  26,  1936, 
$78,326.04  of  the  excess  of  the  amount  received  from  the  call  of  the  bonds 
over  the  value  at  which  they  were  carried  in  the  Retirement  Fund  was 
applied  to  reduce  the  cost  of  State  of  California  and  Los  Angeles  Flood  Con- 
trol District  Bonds  purchased  with  the  funds  received  from  the  called  bonds. 
The  effect  of  the  application  of  part  of  the  profit  realized  was  to  increase 
the  effective  yield  of  the  bonds  purchased  by  approximately  55/100  per  cent 
per  year  to  maturity.  The  Secretary-Actuary  explains  this  procedure  by  stating 
that  high  yield  bonds  were  called  at  a time  that  necessitated  the  purchase  of 
replacement  bonds  of  a very  low  yield,  and  since  the  policy  of  the  Retire- 
ment Board  is  not  to  trade  in  securities  but  to  purchase  for  investment 
purposes  only,  the  profit  should  be  applied  to  increase  the  yield  of  the  bonds 
purchased. 

We  did  not  ascertain  the  market  value  of  the  bonds  at  June  30,  1936,  since 
the  bonds  are  purchased  for  investment  purposes  only. 

All  investment  bonds  in  the  Retirement  Fund  are  of  the  character  legal 
for  insurance  companies  in  California,  as  provided  in  Section  159  of  the 
Charter. 

For  the  fiscal  year  ended  June  30,  1936,  the  accounts  reflect  the  net  amorti- 
zation of  the  premium  and  discount  on  investment  bonds  in  the  amount  of 
$123,630.78.  The  premium  or  discount  at  time  of  purchase  of  the  bonds  is 
amortized  or  accumulated  on  a scientific  basis  from  date  of  purchase  to 
maturity.  We  verified  the  net  amortization  for  the  fiscal  year  by  accumulat- 
ing the  current  year’s  amortization  entries  on  the  individual  bond  record 
cards.  Substantial  tests  were  made  of  the  computations  recorded  on  the 
individual  bond  records. 

The  following  is  a summary  of  the  bond  investment  transactions  for  the 
fiscal  year  ended  June  30,  1936: 

Government, 


and  Other  Other 

Political  Public 

Total  Subdivisions  Railroads  Utilities 

Balance  June  30,  1935. . .$15,926,919.84  $12,521,970.29  $717,527.70  $2,687,421.85 
Add  purchases 3,820,521.45  3,820,521.45 


Total  $19,747,441.29  $16,342,491.74  $717,527.70  $2,687,421.85 

Deduct : 

Bonds  called  or  sold $ 1,855,538.09  $ 80,387.50  ....  $1,775,150.59 

Amortization  123,630.78  121,285.29  $ 366.91  1,978.58 

Total  deductions  ...$  1,979,168.87  $ 201,672.79  $ 366.91  $1,777,129.17 


Balance  June  30,  1936. . .$17,768,272.42  $16,140,818.95  $717,160.79  $ 910,292.68 


The  net  gain  from  bonds  sold  or  called,  in  the  amount  of  $2,676.84  as 


per  Exhibit  B,  is  accounted  for  as  follows: 

Amount  realized  from  bonds  sold  or  called $1,936,540.97 

Book  value  of  bonds  sold  or  called 1,856,538.09 


Profit  $ 81,002.88 

Deduct  profit  applied  to  reduce  cost  of  bonds  purchased. .......  78,326.04 


Gain  from  bonds  sold  or  called 


.$  2,676.84 
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Government,  State,  Municipal,  and  Other  Political 
Subdivisions — $16,140,818.95 

The  following  bonds  are  included  under  this  caption: 


United  States  Government $ 

State  of  California 

City  and  County  of  San  Francisco 

East  Bay  Municipal  Utility  District 

City  of  New  York 

Golden  Gate  Bridge  and  Highway  District 

City  of  Los  Angeles 

Marin  Municipal  Water  District 

City  of  Richmond 

City  of  Sacramento 

City  of  Stockton 

Other  California  Municipalities  and  School  Dis- 
tricts   


Par  Value 

400.000. 00  $ 

3.436.000. 00 

3.746.300.00 

1.670.000. 00 

1.101.000. 00 

500.000. 00 

423.000. 00 

384.000. 00 

431.000. 00 

430.000. 00 

382.000. 00 

2.200.025.00 


Book  Value, 
June  30,  1936 
433,503.81 
3,555,469.14 
3,932,491.69 
1,847,996.63 
1,208,243.09 
567,237.69 
511,502.72 
405,117.24 

463.128.76 
470,144.39 

417.971.77 

2,328,012.02 


Total 


$15,103,325.00  $16,140,818.95 


Railroads— $717,160.79 

The  following  is  a summary  of  these  bonds: 

Book  Value, 
Par  Value  June  30,  1936 

Atchison,  Topeka  and  Santa  Fe  Railroad  Company. $ 103,000.00  $ 98,250.66 

Southern  Pacific  Railroad  Company 516,100.00  511,977.89 

Union  Pacific  Railroad  Company 105,000.00  106,932.24 


Total $ 724,100.00  $ 717,160.79 

Other  Public  Utilities— $910,292.68 

This  item  consists  of  the  following  public  utility  bonds: 

Book  Value, 
Par  Value  June  30,  1936 

San  Joaquin  Light  and  Power  Company $ 430,000.00  $ 473,517.10 

San  Jose  Water  Works 105,000.00  106,176.44 

Southern  California  Gas  Company 37,000.00  35,785.24 

Southern  Counties  Gas  Company 312,500.00  294,813.90 


Total  $ 884,500.00  $ 910,292.68 


ACCOUNTS  RECEIVABLE,  CITY  AND  COUNTY  OF  SAN  FRAN- 
CISCO (NET)— $2,675,783.89 

The  accounts  grouped  under  the  above  caption  are  summarized  in  Sched- 
ule 1 of  Exhibit  A.  The  following  comments,  under  appropriate  headings, 
are  submitted  with  respect  to  certain  of  the  items  appearing  on  the  schedule. 

Current  Service— $2,800,989.89 

According  to  Sections  166  and  169  of  the  Charter,  the  City  and  County 
is  required  to  contribute  to  the  Retirement  System  during  each  fiscal  year 
a sum  equal  to  the  liabilities  accruing  under  the  Retirement  System  because 
of  service  rendered  during  such  year  by  firemen  and  policemen  becoming 
members  on  January  8,  1932.  In  order  to  comply  with  this  requirement,  the 
Retirement  Board,  after  an  actuarial  valuation  established  a rate  of  19.16 
per  cent  of  salaries  earned  by  firemen,  and  6.36  per  cent  of  salaries  earned 
by  policemen  not  exercising  the  option  granted  in  the  Charter  of  becoming 
miscellaneous  members  of  the  Retirement  System. 

Consulting  actuaries  advise  that  the  theory  upon  which  the  above  calcu- 
lations are  based  is  that  the  burden  to  the  City  and  County  of  all  future 
allowances  shall  be  spread  evenly  over  future  service  years  in  proportion 
to  the  salaries  to  be  paid.  The  application  of  the  above  mentioned  percent- 
ages to  the  total  salaries  paid  during  the  fiscal  year  for  the  determination 
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of  the  contributions  should  but  does  not  value  separately  for  the  fiscal  year 
ended  June  30,  1936,  the  liability  incurred  by  the  system  for  the  aggregate 
of  individual  pensions  resulting  from  service  rendered  during  the  fiscal  year. 

The  budget  officials  have  each  year,  beginning  with  the  fiscal  year  ended 
June  30,  1933,  reduced  the  Retirement  Board  budget  requests  based  on  the 
above  mentioned  percentages,  to  the  estimated  payments  to  be  made  during 
the  fiscal  year  on  account  of  current  service. 

For  accounting  convenience,  the  funds  allocated  by  the  Controller  from 
the  tax  collections  have  been  first  applied  to  cover  retirement  disbursements 
and  matching  contributions  of  the  miscellaneous  classification  of  members. 
The  result  has  been  to  show  a deficiency  in  the  allocation  of  funds  to  the 
amounts  receivable  for  current  disbursements  for  firemen  and  policemen. 

During  the  period  from  January  8,  1932,  to  June  30,  1936,  the  disburse- 
ments for  firemen  and  policemen  current  service  pensions  and  death  benefits 
amounted  to  $229,330.59.  Until  the  current  fiscal  year,  the  receipts  from  the 
City  and  County  were  not  sufficient  to  apply  any  part  of  them  to  the  account 
receivable  for  firemen  and  policemen.  At  June  30,  1936,  the  amount  of 
$88,410.12  had  been  received  in  excess  of  the  matching  contributions  and 
prior  service  disbursements.  After  applying  this  credit  and  also  the  amount 
of  $82,156.77  expected  to  be  collected  from  delinquent  taxes,  the  City  and 
County  is  still  deficient  in  the  reimbursement  of  current  disbursements  for 
firemen  and  policemen  in  the  amount  of  $58,763.70. 

Interest  to  June  30,  1936,  at  the  rate  of  4 per  cent  per  annum  has  been 
accrued  and  is  included  in  the  above  amount  of  $2,800,989.89. 

Police  S2.00  Contributions  Paid  to  Police  Relief  and  Pension  Fund  Prior 
to  January  8,  1932— $517,107.62 

Under  date  of  January  8,  1932,  the  members  of  the  Police  Relief  and 
Pension  Fund  become  members  of  the  San  Francisco  City  and  County  Em- 
ployees’ Retirement  System.  The  member  contributions  under  this  predeces- 
sor pension  fund  had  been  used  to  pay  current  pension  allowances  and  there- 
fore were  not  turned  over  to  the  Retirement  System  when  consolidated  under 
the  new  Charter. 

This  amount  represents  contributions  of  $2.00  per  month  paid  to  the 
Police  Relief  and  Pension  Fund  prior  to  January  8,  1932,  by  those  policemen 
who  were  members  of  the  Police  Department  at  January  8,  1932,  and  who 
were  still  in  the  Department  at  June  30,  1936.  When  a member  under  this 
classification  is  retired  or  otherwise  terminates  City  and  County  employment, 
the  amount  due  on  account  of  such  member  is  collected  from  the  City  and 
County  through  the  current  appropriation. 

Accrued  interest  to  January  8,  1932,  is  included  in  the  above  amount. 
Interest  for  the  period  from  January  8,  1932,  to  June  30,  1936,  has  been  col- 
lected. 

CURRENT  ACCOUNTS 

Employees’  Contributions — $26,681.91 

This  item  represents  employees’  contributions  deducted  from  salary  war- 
rants for  the  second  half  of  June,  1936.  The  departmental  warrants  cover- 
ing these  retirement  deductions  were  received  in  July,  1936,  and  were  de- 
posited in  the  Retirement  Fund  of  the  City  and  County  Treasurer. 

Matching  Contributions — $44,854.87 

In  accordance  with  Section  164  of  the  Charter,  the  City  and  County  shall 
contribute  an  amount  equal  to  the  normal  contributions  of  member  em- 
ployees, and  the  above  amount  is  made  up  of  matching  contributions  due 


from  the  following: 

Public  Service  Enterprises: 

Hetch  Hetcliy  Power  Division $ 1,048.62 

Municipal  Railway  6,365.65 

Water  Department  3,564.17 

General  City  and  County 33.876.43 


Total  $ 44,854.87 
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Prior  Service  Retirement  Allowances — $17,326.73 

The  above  amount  covers  payments  from  the  Retirement  Fund  during 
the  month  of  June,  1936,  on  account  of  retirement  allowances  granted  for 
prior  service  and  which,  according  to  Section  4 of  Ordinance  9134  (new 
series),  shall  be  reimbursed  from  the  following  funds: 


San  Francisco  School  Department $ 14,935.08 

Municipal  Railway  2,391.65 


Total 


$ 17,326.73 


Compensation  Insurance  Disbursements — $7,309.47 

As  of  June  30,  1936,  the  above  amount  was  receivable  from  other  than 
general  fund  appropriations  on  account  of  compensation  disbursements  made 
during  the  month  of  June,  1936. 

TAXES  RECEIVABLE,  LESS  ALLOWANCE  OF  $25,363.84  FOR  UN- 
COLLECTIBLE TAXES— $82,156.77 

The  accounts  of  the  City  and  County  Controller  reflect  the  allocation  to 
the  Retirement  System  of  $107,520.61  of  delinquent  taxes  and  penalties. 
A reserve  for  uncollectible  personal  property  taxes  in  the  amount  of 
$25,363.84  has  been  set  up. 


UNDISTRIBUTED  PORTION  OF  AMOUNTS  PREVIOUSLY  AP- 
PLIED TO  PROVIDE  RETIREMENT  ALLOWANCES  FOR 
CURRENT  SERVICE  TO  BE  DISBURSED  MONTHLY— 
$2,567,695.11 

This  amount  is  composed  of  the  following: 

Service  retirements,  current  service: 

Miscellaneous  members  $ 1,323,715.05 

Firemen  2,52,914.40 

Policemen  141,275.89  $ 1,717,905.34 


Disability  retirements,  current  service: 


Miscellaneous  members  $ 227,692.39 

Firemen  136,243.30 

Policemen  78,715.65 


442,651.34 


Death  allowances: 


Miscellaneous  (policemen)  $ 21,095.67 

Firemen  222,643.85 

Policemen  163,398.91 


407,138.43 


Total 


$ 2,567,695.11 


With  the  exception  of  “Disability  Retirements,  Current  Service,”  ex- 
plained hereafter,  these  amounts  represent  the  value  of  retirement  allow- 
ances for  .current  service  pensions  and  annuities  as  of  the  dates  of  retire- 
ment of  the  members,  plus  anuual  interest  accretions  on  the  undistributed 
portion  to  June  30,  1936,  and  less  the  monthly  allowances  paid  to  June  30, 
1936.  The  amounts  do  not  include  the  liability  to  retired  members  on  ac- 
count of  prior  service,  which  portion  of  the  monthly  allowance  is  reimbursed 
annually  by  the  City  and  County  current  appropriation. 

Our  audit  included  the  examination  of  all  recorded  service  and  disability 
retirements  and  death  allowances  granted  and  approved  by  the  Retirement 
Board  during  the  fiscal  year  ended  June  30,  1936,  and  the  examination  by 
consulting  actuaries  of  the  tables  and  formulas  applied  in  ascertaining  the 
present  value  of  the  monthly  allowances  at  the  date  of  retirement. 

Section  6 of  Ordinance  9134,  new  series,  instructs  the  Retirement  Board 
to  make  an  actuarial  investigation  into  the  mortality,  service  and  compen- 
sation experience  of  members  and  beneficiaries  at  least  every  six  years  and 
also  make  an  actuarial  valuation  of  the  assets  and  liabilities  of  the  Retire- 
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ment  System.  Upon  the  basis  of  such  investigation  the  Board  shall  adopt 
such  interest  rate  and  such  mortality,  service,  and  other  tables  and  revision 
in  rates  of  contribution  as  shall  be  deemed  necessary. 

The  investigation  as  of  June  30,  1933,  was  conducted  under  the  direction 
of  Mr.  Ralph  R.  Nelson,  Secretary-Actuary,  with  Mr.  Albert  H.  Mowbray  as 
consulting  actuary.  The  investigation  covered  only  the  determination  of  the 
mortality  rate  among  retired  members.  The  result  of  the  investigation  dis- 
closed that  deaths  occurring  among  service  pensioners  were  in  excess  of 
the  expected  deaths  according  to  the  tables.  This  result  indicates  that 
McClintock’s  tables  as  applied  are  conservative.  Our  consulting  actuaries 
reviewed  and  test  checked  the  working  papers  compiled  during  the  investi- 
gation and  express  the  opinion  that  the  use  of  McClintock’s  tables  is  con- 
servative. Our  consulting  actuaries  advise  that  the  investigation  should  have 
also  included  variations  in  retirement  allowances  but  that  the  investigation 
conducted  by  the  Retirement  System  was  based  on  the  number  of  deaths  and 
did  not  consider  variations  in  retirement  allowances. 

Ordinance  9134,  new  series,  under  Section  6(e)  provides  that  the  Retire- 
ment Board  shall  publish  annually  a financial  statement  showing  the  actu- 
arial valuation  of  the  assets  and  liabilities.  The  Retirement  Board  assumes 
by  its  statements  that  the  balance  referred  to  above  remaining  in  the 
liability  account  representing  service  retirement  allowances  granted  is  the 
present  value  of  future  obligations  for  the  effective  retirements  at  the  bal- 
ance sheet  date.  Consulting  actuaries  advise  us  that  the  present  value  of 
retirement  allowances  granted  can  be  more  accurately  determined  by  direct 
calculation  based  on  future  payments  to  be  made. 

Substantial  test  checks  of  the  current  fiscal  year’s  transactions  were  made. 
We  ascertained  that  the  aggregate  of  the  retired  members’  individual  ac- 
counts showing  undistributed  balances  agreed  with  their  respective  general 
ledger  controls. 


Disability  Retirements,  Current  Service — §442,651.34 


This  item  is  composed  of  the  following: 


Total 

Miscellaneous  members  $ 227,692.39 

Firemen  136,243.30 

Policemen  78,715.65 


Current 

Annuity 
$ 108,276.30 


21,346.35 


Service 

Pension 

$ 119,416.09 

136,243.30 
57,369.30 


Total 


,$  442,651.34 


$ 129,622.65  $ 313,028.69 


The  amount  of  $119,416.09  representing  current  service  pension,  miscel- 
laneous members,  and  $15,927.83  of  the  current  service  pension,  policemen, 
included  above  represent  the  present  value  at  June  30.  1936,  of  the  dis- 
ability retirement  allowances  granted,  ascertained  by  direct  calculations 
based  on  future  payments  to  be  made.  The  tables  and  formulas  applied  were 
tested  by  the  consulting  actuaries  and  in  their  opinion  are  reasonable.  The 
amounts  listed  for  current  service  annuities  for  miscellaneous  members  and 
policemen,  the  amounts  for  current  service  pension,  firemen,  and  the  re- 
mainder of  $41,441.47  on  account  of  policemen  represent  the  undistributed 
portion  of  the  total  value  of  the  retirement  allowances  as  determined  at 
date  of  retirement. 

MEMBERS’  ACCUMULATED  CONTRIBUTIONS — §8,431,647.12 

The  following  is  a summary  of  these  contributions: 


Normal  contributions,  miscellaneous  members $ 7.606,184.96 

Policemen  $2.00  contributions 739,765.35 

Additional  contributions  S5, 696.81 


Total  $ 8,431,647.12 


The  aggregates  of  the  member  ledger  account  balances  were  found  to  be 
In  agreement  with  the  corresponding  control  accounts.  We  made  a substan- 
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tial  test  check  of  the  current  fiscal  year  computations  in  the  individual  mem- 
ber accounts. 

Normal  Contributions,  Miscellaneous  Members — $7,606,184.96 

This  amount  represents  the  accumulated  contributions  of  miscellaneous 
members  based  upon  age  at  time  of  becoming  a member,  and  sex,  to  which 
interest  at  4 per  cent  per  annum  is  added.  In  accordance  with  the  authority 
of  the  Retirement  Board,  the  rate  of  interest  for  the  fiscal  years  ended 
June  30,  1928,  1929,  and  1930,  was  set  at  4.4  per  cent.  For  all  other  years 
the  rate  has  been  4 per  cent. 

The  calculations  underlying  the  rates  of  normal  contributions  involve 
three  factors:  (1)  interest  at  4 per  cent  per  annum;  (2)  an-  estimate  of  the 
ratio  between  future  and  present  salary  covering  the  entire  future  service 
period;  and  (3)  the  expected  rate  of  mortality  among  pensioners,  beginning 
at  the  time  of  retirement. 

In  the  opinion  of  the  consulting  actuaries,  the  contribution  rates  for  mis- 
cellaneous classification  of  members  have  been  correctly  calculated  in  accord- 
ance with  the  ordinance  and  with  the  tables  adopted  by  the  Retirement 
System. 

Policemen  $2.00  Contributions — $739,765.35 

This  amount  represents  the  accumulated  $2.00  per  month  contributions 
to  the  Police  Relief  and  Pension  Fund  prior  to  January  8,  1932,  and  to  the 
Retirement  System  since  that  date  by  those  policemen  who  were  members 
of  the  Police  Department  January  8,  1932.  Interest  accrued  at  the  rate  or 
4 per  cent  per  annum  is  included  in  this  amount. 

Additional  Contributions — $85,696.81 

Section  164  of  the  Charter  permits  a member  to  elect  to  contribute 
amounts  in  addition  to  those  fixed  as  normal  by  the  Retirement  Board.  The 
City  and  County  does  not  match  these  additional  contributions.  At  June  30, 
1936,  the  balance  to  the  credit  of  members  for  additional  contributions,  in- 
creased with  interest  at  4 per  cent  per  annum,  amounted  to  $85,696.81. 

CITY  AND  COUNTY  ACCUMULATED  CONTRIBUTIONS,  CUR- 
RENT SERVICE— $9,470,020.16 

These  City  and  County  accumulated  contributions  consist  of  the  follow- 


ing: 

Matching  contributions,  miscellaneous  members $ 7,606,184.96 

Firemen  1,479,233.21 

Policemen  384,601.99 


Total  $ 9.470,020.16 


Matching  Contributions,  Miscellaneous  Members — $7,606,184.96 
This  item  represents  the  City  and  County  contributions  for  miscellaneous 
members,  equal  to  the  accumulated  normal  contributions,  as  provided  in  Sec- 
jj  tion  164  of  the  Charter. 

Firemen— $1,479,233.21 
Policemen — $384,601.99 

These  amounts  represent  the  accumulated  contributions  of  the  City  and 
fi  County  for  firemen  and  policemen  now  in  service  who  became  members  of 
the  Retirement  System  on  January  8,  1932,  and  did  not  exercise  the  option 
to  become  miscellaneous  members.  The  amounts  represent  the  contributions 
of  the  City  and  County  of  19.16  per  cent  of  earned  salary  of  firemen  and 
6.36  per  cent  of  earned  salary  of  policemen.  The  policemen  of  this  classifica- 
tion contribute  $2.00  per  month,  the  liability  for  which  is  included  under 
; “Members’  Accumulated  Contributions.” 

Although  Sections  166  and  169  of  the  Charter  specifically  provide  that  the 
City  and  County  shall  contribute  to  the  Retirement  System  during  each  fis- 
| cal  year  a sum  equal  to  the  liabilities  accruing  under  the  system  for  firemen 
and  policemen  becoming  members  of  the  system  on  January  8,  1932,  the 
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amounts  accumulated  under  this  caption  in  the  accompanying  balance  sheet 
have  not  been  paid  by  the  City  and  County,  except  as  commented  upon  above, 
but  are  included  in  “Accounts  Receivable,  City  and  County  of  San  Francisco 
(Net).’’ 

Upon  retirement,  or  death  in  performance  of  duty,  the  present  value  of 
the  current  service  pension  allowance  is  transferred  from  this  balance  sheet 
caption  to  the  appropriate  items  under  “Undistributed  Portion  of  Amounts 
Previously  Applied  to  Provide  Retirement  Allowances  for  Current  Service 
to  be  Disbursed  Monthly.”  Upon  the  death  of  a member,  not  in  performance 
of  duty,  the  portion  of  the  death  benefit  equal  to  six  months’  salary  is  paid 
from  the  accounts  included  under  this  balance  sheet  caption. 

SURPLUS — §440,646.80 

This  amount  represents  the  excess  of  the  interest  earned  on  investments 
and  accounts  receivable  and  the  adjusted  net  profit  from  bonds  sold  or  called, 
over  the  interest  credited  to  the  members  and  the  City  and  County  on  their 
contributions  and  on  undistributed  portions  of  retirement  allowances.  Adjust- 
ment of  general  ledger  control  accounts  to  agree  with  the  aggregate  of  the 
members’  accumulated  contributions  as  indicated  on  individual  ledger  cards 
is  also  included  in  this  amount. 

The  following  is  a summary  of  the  transactions  during  the  year  ended 
June  30,  1936: 

Balance,  June  30,  1935 $ 388,158.70 

Add: 

Interest  earned  $837,311.51 

Adjustment  of  contribution  controls — Net 2,820.89  840,132.40 


Total  $ 1,228,291.10 

Deduct  interest  credited  to  members,  on  City  and  County  contri- 
butions, and  on  undistributed  portions  of  retirement  allow- 
ances   787,644.30 


Balance,  June  30,  1936 $ 440,646.80 


The  adjustment  of  contribution  controls  consists  principally  of  adjust- 
ments to  decrease  the  control  balance  of  “Members’  Accumulated  Normal 
Contributions”  in  the  amount  of  $1,411.63  and  “City’s  Accumulated  Contri- 
butions, Current  Service”,  in  the  same  amount.  For  the  fiscal  year  ended 
June  30,  1935,  the  adjustment  of  each  of  these  controls  amounted  to  an 
increase  in  the  ledger  controls  of  $982.92  each. 

In  explanation  of  the  adjustments  necessary  at  June  30,  1936,  the  Secre- 
tary-Actuary stated  he  believed  that  part  of  the  adjustment  was  correcting 
or  offsetting  the  previous  year’s  adjustment. 

The  following  is  a reconciliation  of  the  net  increase  in  the  total  assets 


during  the  fiscal  year  ended  June  30,  1936: 

Total  of  assets  at  June  30,  1935,  per  report  of  San  Francisco 

City  and  County  Employees’  Retirement  System $19,262,370.87 

Add: 

Net  revenues  for  the  fiscal  year  ended  June  30,  1936,  per 

Exhibit  B 2,386,347.21 

Adjustment  of  policemen  $2.00  contributions  paid  to  Police 

Relief  and  Pension  Fund  prior  to  January  8,  1932 223.06 


Total  $21,648,941.14 


Deduct  matching  contributions  of  City  and  County  released  by 
separation  of  members  from  City  and  County  employment 
but  not  applied  in  settlement  of  other  receivables— Deducted 
from  "Accounts  Receivable,  City  and  County  of  San  Fran- 


cisco (Net)"  in  the  accompanying  balance  sheet 738,486.60 

Total  assets,  June  30,  1936,  per  Exhibit  A $20,910,454.54 
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COMPENSATION  INSURANCE 

Section  172  of  the  Charter  provides  that  the  Retirement  Board  shall  ad- 
minister the  benefit  provisions  of  the  Workmen’s  Compensation  Insurance 
and  Safety  Law  of  the  State  of  California,  as  they  affect  the  benefits  pro- 
vided for  or  payabie  to  officers  and  employees,  including  teachers  of  the  City 
and  County.  Benefits  paid  on  risks  assumed  by  the  City  and  County,  and 
premiums  under  such  risks  as  may  be  reinsured  shall  be  paid  by  the  Retire- 
ment System,  and  an  amount  equal  to  the  total  of  such  benefits  and  premiums, 
as  determined  by  the  actuary  for  any  fiscal  year,  shall  be  paid  during  such 
fiscal  year  to  the  Retirement  System  by  the  City  and  County. 

As  of  June  30,  1936,  all  agencies  of  the  City  and  County  were  self-insured 
within  the  terms  of  the  Workmen’s  Compensation  Act,  the  benefit  provisions 
being  administered  by  the  Retirement  System.  Prior  to  October  5,  1935,  the 
employees  of  the  Hetch  Hetchy  Water  Supply  and  Power  Construction  Project 
were  insured  with  the  State  Compensation  Insurance  Fund. 

During  the  fiscal  year  under  review,  all  disbursements  by  the  Retirement 
System  on  account  of  compensation  expenditures  were  repaid  by  the  City 
and  County  with  the  exception  of  some  June,  1936,  charges  included  under 
the  caption  of  “Accounts  Receivable,  City  and  County  of  San  Francisco 
(Net)”  in  the  accompanying  balance  sheet.  Although  Section  172  of  the 
Charter  provides  that  the  liability  for  benefits  assumed  by  the  City  and 
County  shall  be  paid  to  the  Retirement  System  during  the  fiscal  year,  the 
payments  received  have  only  reimbursed  the  Retirement  System  for  actual 
disbursements. 

Liabilities  for  payments  to  be  made  under  compensation  insurance  awards 
and  claims  pending  as  of  June  30,  1936,  estimated  by  the  Secretary-Actuary 
at  $93,629.82,  are  not  included  in  the  accounts.  Of  this  amount,  $33,936.69 
represents  the  actuarial  present  value  of  monthly  payments  for  life  awards 
granted.  The  unpaid  balances  of  other  awards  for  disability  indemnity 
amount  to  $20,645.20. 

The  following  is  a summary  of  the  amounts  estimated  to  be  paid  each 
fiscal  year: 


Other 


Fiscal  year  ending 

June  30:  Total 

1937  $ 46,668.28 

1938  17,076.97 

1939  8,096.32 

1940  6,920.48 

1941  5,134.48 

1942  4,247.93 

1943  2,013.70 

1944  1,109.62 

1945  640.12 

1946  640.12 

1947  640.12 

1948  441.68 

Total  $ 93,629.82 


Disability 
Cases  Pending — 
Estimated 
Medical  and 


4,247.93 

2,013.70 

1,109.62 

640.12 

640.12 

640.12 

441.68 


8,634.81 

6,381.15 

3,255.64 

2,079.80 

293.80 


33,936.69  $ 20,645.20  $ 39,047.93 


♦While  this  amount  is  not  strictly  a charge  for  the  year  ending  June  30, 
1938,  we  have  no  means  of  estimating  the  amounts  to  be  paid  during  subse- 
quent years. 

Yours  truly, 

JOHN  F.  FORBES  & COMPANY. 


(Wherever  italics  appear  in  this  Report  they  indicate  red  figures.) 
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EXHIBIT  A 

SAN  FRANCISCO  CITY  AND  COUNTY  EMPLOYEES’  RETIRE- 
MENT SYSTEM 
Balance  Sheet,  June  30,  1936 


ASSETS 

CASH  ON  DEPOSIT  WITH  TREASURER $ 86,358.55 

ACCRUED  INTEREST  ON  INVESTMENT  BONDS 297,882.91 

INVESTMENT  BONDS  (see  comments) 17,768,272.42 

ACCOUNTS  RECEIVABLE,  CITY  AND  COUNTY  OF  SAN  FRAN- 
CISCO (NET)  — (see  Schedule  1) 2,675,783.89 

TAXES  RECEIVABLE,  LESS  ALLOWANCE  OF  $25,363.84  FOR 

UNCOLLECTIBLE  TAXES  82,156.77 


TOTAL  $20,910,454.54 


LIABILITIES 

UNDISTRIBUTED  PORTION  OF  AMOUNTS  PREVIOUSLY 
APPLIED  TO  PROVIDE  RETIREMENT  ALLOWANCES  FOR 
CURRENT  SERVICE  TO  BE  DISBURSED  MONTHLY  (see 


comments)  $ 2,567,695.11 

MEMBERS’  ACCUMULATED  CONTRIBUTIONS  (see  com- 
ments)   8,431,647.12 

CITY  AND  COUNTY  ACCUMULATED  CONTRIBUTIONS,  CUR- 
RENT SERVICE  (see  comments)  9,470,020.16 

ACCOUNTS  PAYABLE  445.35 

SURPLUS  (see  comments)  440,646.80 


TOTAL  $20,910,454.54 


NOTATIONS:  The  above  balance  sheet  does  not  include  the  liability  to 
retired  members,  or  to  active  members  of  the  Retirement  System,  for  retire- 
ment allowances  granted,  or  to  be  granted,  on  account  of  prior  service,  i.  e„ 
service  in  City  and  County  employment  before  becoming  members  of  the 
Retirement  System.  Section  4(h)  of  Ordinance  9134.  new  series,  provides 
that  all  allowances  paid  on  account  of  prior  service  shall  be  reimbursed  by 
contributions  of  the  City  and  County. 

The  liability  as  of  June  30,  1936,  for  payments  to  be  made  for  compensation 
insurance  awards  in  the  amount  of  $54,581.89,  and  claims  pending  as  of  June  30, 
1936,  estimated  by  the  Retirement  System  to  be  $39,047.93,  are  not  included 
in  the  above  balance  sheet.  Of  these  amounts  $46,668.28  is  estimated  to  be 
payable  during  the  fiscal  year  ending  June  30,  1937.  Benefits  and  other  expen- 
ditures paid  by  the  San  Francisco  City  and  County  Employees’  Retirement 
System  on  account  of  these  claims  will  be  reimbursed  by  the  City  and  County. 
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EXHIBIT  A 
SCHEDULE  1 

SAN  FRANCISCO  CITY  AND  COUNTY  EMPLOYEES’  RETIRE- 
MENT SYSTEM 

Accounts  Receivable,  City  and  County  of  San  Francisco  (Net),  June  30,  1936 


ACCOUNTS  RECEIVABLE : 

Amounts  computed  in  accordance  with 
Sections  166  and  169  of  the  Charter: 

Current  service: 

Firemen  $ 2,207,654.42 

Policemen  763,902.36 


Total  $ 2,971,556.78 

Less  appropriation  credits 170,566.89 


Remainder  $ 2,800,989.89 

Police  $2.00  contributions  paid  to  Police  Re- 
lief and  Pension  Fund  prior  to  January  8, 

1932  517,107.62 


Total  $ 3,318,097.51 

Current  accounts: 

Employees’  contributions  $ 26,681.91 

Matching  contributions  44,854.87 

Prior  service  retirement  allowances 17,326.73 

Compensation  insurance  disbursements 7,309.47 


Total  current  accounts. 


96,172.98 


Total  accounts  receivable $ 3,414,270.49 

DEDUCT  MATCHING  CONTRIBUTIONS  OF 
CITY  AND  COUNTY  RELEASED  BY  SEPARA- 
TION OF  MEMBERS  FROM  CITY  AND 
COUNTY  EMPLOYMENT  AND  NOT  APPLIED 
IN  SETTLEMENT  OF  OTHER  RECEIVABLES : 

General  City  and  County $ 793,792.58 

Public  Service  Enterprises: 

Municipal  Railway  $ 112,413.94 

Water  Department  14,979.91 

Hetch  Hetchy  Water  and  Power  Project 8,269.60 


Total  $ 135,663.45 


Total $ 929,456.03 

Less: 

Excess  of  death  benefits  paid  to  deceased  mem- 
bers and  retired  members  over  released 

matching  contributions  $ 133,025.62 

Excess  of  present  value  of  disability  retire- 
ment allowances  for  current  service  as  cal- 
culated at  June  30,  1936,  over  residue  of  . 

City  and  County  accumulated  contributions 


transferred  at  time  of  retirement 57,943.81 

Total  $ 190,969.43 


Remainder 

ACCOUNTS  RECEIVABLE  (net) . 


$ 2,675,783.89 
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EXHIBIT  B 


SAN  FRANCISCO  CITY  AND  COUNTY  EMPLOYEES’  RETIRE- 
MENT SYSTEM 


Statement  of  Revenues  and  Expenditures  for  the  Fiscal  Year  Ended 
June  30,  1936 

REVENUES : 

Members’  accumulated  contributions: 

Normal  contributions,  miscellaneous  mem- 
bers   $ 

Redeposited  normal  contributions,  miscel- 
laneous members  

Members’  additional  contributions 

Police  $2.00  contributions 


748,407.53 

11,197.42 

20,039.07 

18,359.00  $ 798,063.02 


City  and  County  accumulated  contributions  matching  con- 
tributions, miscellaneous  members  

Contributions  by  City  and  County  to  meet 
current  service  obligations: 

Firemen  (including  interest  $74,820.43)....$  559,068.49 

Policemen  (including  interest  $27,403.70)...  149,277.00 


748,467.53 

708,345.49 


Contributions  by  City  and  County  to  meet 
prior  service  obligations: 


Miscellaneous  $ 434,969.61 

Firemen  582,304.39 

Exempt  firemen  1,506.13 

Policemen  334,210.64  1,352,990.77 


Other  contributions  by  the  City  and  County: 


Administrative  expenses  $ 

Compensation  insurance  costs: 

Benefits  $ 37,679.05 

Medical  charges  53,720.17 

Expense  600.00 

Premiums — State  Compensa- 
tion Insurance  Fund 3,202.76 


38,523.80 


95.101.9S 


133,625.78 


Income  on  investments: 

Interest  $ 829,078.18 

Gain  from  bonds  sold  or  called 2,676.84  S31, 755.02 


Total — (Forward) 


$ 4,573,247.61 
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EXHIBIT  B (Continued) 

SAN  FRANCISCO  CITY  AND  COUNTY  EMPLOYEES’  RETIRE- 
MENT SYSTEM 

Statement  of  Revenues  and  Expenditures,  Etc. 

REVENUES— (Forward)  $ 4,573,247.61 


EXPENDITURES: 

Members’  accumulated  contributions 
withdrawn : 

Miscellaneous  members: 

Normal  contributions  $ 74,473.94 

Additional  contributions  408.19  $ 74,882.13 


Police  $2.00  contributions 1,950.85  $ 76,832.98 


Service  retirement  allowances: 

Miscellaneous  members 

Firemen  

Exempt  firemen  

Policemen  


.$  519,267.90 

397,352.57 
1,506.13 

50,543.70  968,670.30 


Disability  retirement  allowances: 


Miscellaneous  members  $ 81,539.93 

Firemen  110,000.48 

Policemen  176,128.56 


Death  allowances : 

Firemen $ 117,446.41 

Policemen  73,138.48 


367,668.97 

190,584.89 


Death  benefits  to  members’  beneficiaries : 


Miscellaneous  members  $ 216,030.69 

Firemen 1,065.00 

Policemen  25,470.05 


242,565.74 


Death  benefits  to  retired  members’  beneficiaries — Miscel- 


laneous members  38,819.07 

Monthly  installments  to  death  claim  beneficiaries 904.74 

Police  $2.00  accumulated  contributions  due  from  City  and 

County  43,597.15 

Compensation  costs: 

Benefits  $ 37,679.05 

Medical  charges  53,720.17 

Expense  500.00 

Premiums  — State  Compensation  Insurance 
Fund  3,202.76  95,101.98 


Administrative  expenses  38,523.80 

Amortization  of  investment  bonds 123,630.78 


Total  $ 2,186,900.40 


NET  REVENUES  $ 2,386,347.21 
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City  and  County  of  San  Francisco 


OFFICE  OF  THE  CONTROLLER 


October  15,  1937. 


To  His  Honor,  Mayor  Angelo  J.  Rossi,  and  The  Honorable  the  Board  of 
Supervisors,  City  and  County  of  San  Francisco. 

Gentlemen : 

Submitted  herewith,  in  accordance  with  Section  65  of  the  Charter,  is  the 
Annual  Report  of  the  Controller  for  the  fiscal  year  ended  June  30,  1937. 

The  accounts  of  the  Controller,  in  conformity  with  Section  68  of  the 
Charter,  were  audited  by  Lybrand,  Ross  Bros,  and  Montgomery  by  direction 
of  the  Board  of  Supervisors. 

In  accordance  with  the  provisions  of  Section  66  of  the  Charter,  audits  of 
other  departments  were  made  by  the  Controller’s  audit  staff,  with  the  excep- 
tion of  the  following  audits  which  were  made,  pursuant  to  the  provisions  of 
Ordinance  No.  9.0621,  by  the  firms  indicated. 

Hetch  Hetchy  Water  Supply  and  Power  Project — John  F.  Forbes  & Co. 

San  Francisco  Water  Department — Lybrand,  Ross  Bros.  & Montgomery. 
Municipal  Railway— Haskins  & Sells. 

Retirement  System — John  F.  Forbes  & Co. 

San  Francisco  School  Department — Lester  Herrick  & Herrick. 


Yours  very  truly, 


HAROLD  J.  BOYD, 

Controller. 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
TAX  YIELD 
Fiscal  Year  1937-1938 


Assessed  Tax  Rate 

Valuation  Tax  Yield  per  $100 

TAXES  ON  PROPERTY  ASSESSED  BY 
CITY  AND  COUNTY  ASSESSOR: 


Real  Estate,  Improvements  and  Secured 
Personal  Property : 


Real  Estate  and  Improvements. . .$660,834,149 


Tangible  Personal  Property 12,683,778 

Less  Veterans’  Exemptions 6,362,970 


Net  Tangible  Value 
Solvent  Credits 

Total  


. .$667,154,957 

$25,825,585.21 

$3,871 

. . 12,699,500 

12,700.73 

.10 

. .$679,854,457 

$25,838,285.94 

Unsecured  Personal  Property  (Col- 
lected) : 

Tangible  Personal  Property $ 38,789,173  $ 1,467,788.73  $3,784 

Solvent  Credits 94,816,836  94,823.09  .10 


Total 


$133,606,009  $ 1,562,611.82 


Unsecured  Personal  Property  (Uncol- 
lected): 

Tangible  Personal  Property $ 27,219,170  $ 1,029,974.86  $3,784 

Solvent  Credits  24,652,950  24,654.67  .10 


Total 


.$  51,872,120  $ 1,054,629.53 


Total  Assessed  by  City 
and  County  Assessor. . .$865,332,586  $28,455,527.29 


TAXES  ON  PROPERTY  ASSESSED  BY 
STATE  BOARD  OF  EQUALIZATION: 


Real  Estate  and  Improvements $ 58,942,720 

Tangible  Personal  Property 31,073,360 

Solvent  Credits  35,886,580 


$ 2,281,672.92  $3,871 
1,202,849.77  3.871 

35,886.58  .10 


Total  Assessed  by  State 

Board  of  Equalization. $125, 902, 660  $ 3,520,409.27  


Total  of  Above  Assess- 
ments   $991,235,246 


Total  Tax  Yield, 

1937-1938  

Reassessments  . 


$31,975,936.56 

8,189.41 


Total  Tax  Yield. 


$31,984,125.97 


HAROLD  J.  BOYD, 

Controller. 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 

AMOUNTS  OF  TAX  LEVIES  AND  DELINQUENCIES 
Fiscal  Years  1930-31  to  1936-37 


1932- 1933 

1933- 1934 

1934- 1935 

1935- 1936 

1936- 1937 


.$33,177,550.65 
, 32,714,463.72 
. 31,752,725.86 
. 26,583,269.62 
. 28,808,182.68 
. 30,634,662.45 
. 30,986,643.33 


I 544,801  1.64 
718,830  2.20 
1,706,581  5.37 
1,316,809  4.95 

958,096  3.33 

612,784  2.00 
449,704  1.45 


> 66,032.53*  .20 

53,271.97  .16 

333,084.33  1.05 

339,233.24  1.28 

254,166.40  .88 

284,165.13  .93 

449,703.47  1.45 


HAROLD  J.  BOYD, 

Controller. 
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COMPARISON  OF  PERCENTAGES  OF  TAX  DELINQUENCY 
AVERAGE  OF  9 OTHER  CITIES  OVER  600.000  POP. 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
AVERAGE  NET  INTEREST  COST 

ON  BONDS  ISSUED 

% 

FISCAL  YEAR  ENDING 

% 

1926 

I 927 

1923 

1929 

1930 

1931 

1932 

1933 

1934 

19  35 
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4.63 

4.50 

4.43 

4.32 

4.24 
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3 

3.39 

2 

2 

6& 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
BONDED  DEBT  LIMIT 
At  July  1,  1937 
(Section  104  of  the  Charter) 


12%  of  Assessment  Roll  of  $991,235,246  for  1937-38 $118,948,230 

Bonded  Debt  not  Matured — July  1,  1937 $162,408,700 

Bonded  Debt  not  Matured — July  1,  1937  (exempt 
from  12%  limit) 110,630,000  51,778,700 

$ 67,169,530 

Deduct  unsold  not  exempt  from  12%  limit 547,000 

Limit  of  Future  Bond  Issues $ 66,622,530 


HAROLD  J.  BOYD, 

Controller. 


Report  Upon  Examination  of  Accounts 

Office  of  the  Controller 

For  the  Fiscal  Year  Ended  June  30, 1937 


(Wherever  italics  appear  in  this  Report,  they  indicate  red  figures.) 


Lybrand,  Ross  Bros.  & Montgomery 

ACCOUNTANTS  AND  AUDITORS 
2 Pine  Street,  San  Francisco 


October  6,  1937. 

To  the  Honorable  Board  of  Supervisors,  City  and  County  of  San  Francisco, 
San  Francisco,  California. 

Dear  Sirs: 

In  accordance  with  your  resolution  No.  3367,  adopted  June  28,  1937,  we 
have  examined  the  accounts  of  the  office  of  the  controller  of  the 

CITY  AND  COUNTY  OF  SAN  FRANCISCO 
for  the  year  ended  June  30,  1937,  as  hereinafter  outlined. 

Annexed  we  submit  statements  which,  subject  to  the  comments  contained 
in  the  following  paragraphs  of  this  report,  in  our  opinion,  set  forth  the 
financial  condition  of  the  municipality  as  at  June  30,  1937,  and  its  revenues 
and  expenses  for  the  year  then  ended.  These  statements  include  separate 
balance  sheets  and  income  and  surplus  accounts  of  the  municipally  owned 
public  service  enterprises,  which  reflect  the  figures  shown  by  the  audit  reports 
covering  those  units. 

Scope  of  Examination : Section  64  of  the  charter  provides  that  the  con- 
troller shall  devise  adequate  systems  of  internal  check.  Our  review  of  the 
procedure  in  effect  in  the  various  divisions  of  the  controller’s  office,  in  con- 
nection with  our  investigation  of  the  internal  audit  and  recordation  of 
revenues,  expenditures,  appropriations,  and  encumbrances,  indicates  that  the 
internal  check  is  adequate. 

Section  66  of  the  charter  provides  that  the  controller  shall  audit  the 
accounts  of  all  boards,  officers,  and  employees  of  the  city  and  county  charged 
in  any  manner  with  the  custody,  collection,  or  disbursement  of  funds.  Our 
work  in  connection  with  such  accounts  as  were  audited  by  the  controller 
was,  therefore,  restricted  to  a review  of  the  reports  and  working  papers 
prepared  by  the  controller’s  audit  staff. 

Our  examination  of  the  property  accounts  was  limited  to  a review  of  the 
recorded  additions  and  retirements  for  the  year. 

We  made  a general  review  and  test  check  of  the  recorded  revenues  and 
expenditures  for  the  year.  We  also  compared  them  with  those  of  the  pre- 
ceding year  and  investigated  and  obtained  satisfactory  explanations  for  all 
substantial  fluctuations.  However,  under  the  terms  of  our  engagement  we 
did  not  examine  all  transactions  for  the  year. 

We  have  made  an  examination  of  the  special  and  trust  funds  balance  sheet 
as  at  June  30,  1937.  Under  the  terms  of  our  engagement,  however,  we  did 
not  make  a detailed  audit  of  the  transactions  of  these  funds  for  the  year. 

The  expert  to  the  Grand  Jury  participated  in  the  foregoing  examinations. 
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Revenues  and  Expenditures 

A condensed  summary  of  the  general  city  and  county  revenues  and  expen- 
ditures for  the  fiscal  year  ended  June  30,  1937,  comparative  with  those  of 
the  preceding  year,  follows: 

Tear  Ended  June  30 

Revenues:  1937  1936 

Property  taxes  and  penalties $30,984,977.59  $30,707,927.50 

Other  taxes  and  licenses 781,941.51  816,389.49 

Received  through  State  of  California 9,490,563.60  7,851,611.90 

Departmental  revenues  1,645,310.21  1,410,671.32 

Interest  earned  81,265.43  76,231.27 

Rents  23,526.32  14,232.63 

Court  fines  156,579.25  140,172.29 

Contributions  from  Water  Department 1,407,984.00  1,255,477.00 

Federal  grants  353,922.89  184,130.55 

Federal  grant  cash  and  bond  premium  trans- 
ferred from  capital  funds  for  bond  interest 

and  redemption  490,901.63  556,622.23 

Miscellaneous,  net  78,369.13 

$45,416,972.43  $43,091,835.31 


Expenditures: 

Departmental  expenses  $31,951,687.83  $29,752,867.59 

Bond  redemption  3,150,100.00  3,150,100.00 

Bond  interest  2,389,524.78  2,332,871.64 

Other  interest  84,125.61  84,190.66 

Pensions  and  compensation  insurance 2,059,113.75  1,971,267.63 

Judgments  and  losses 155,331.10  172,723.13 

Publicity  and  advertising 199,224.11  176,785.84 

Contribution  to  Live  Stock  Pavilion 250,000.00 

Contributions  to  Hetch  Hetchy  Project 1,687,787.71  1,715,724.95 

Contributions  to  Airport 203,148.17  151,572.19 

Capital  additions  from  revenues 2,945,921.22  2,409,969.27 

Miscellaneous,  net  77,923.85  

$44,903,888.13  $42,168,072.90 

Net  revenues  $ 513,084.30  $ 923,762.41 


The  foregoing  statement  does  not  include  the  operations  of  the  municipally 
owned  public  service  enterprises,  which  are  stated  separately  on  page  43  of 
this  report. 

Section  64  of  the  charter  provides  that  these  public  service  enterprises 
shall  keep  their  accounts  in  the  same  manner  as  privately  owned  and  oper- 
ated utilities.  Since  the  general  city  and  county  records  are  maintained  on 
a municipal  basis,  separate  accounts  are  kept  for  the  public  service  enter- 
prises. 

The  foregoing  summary  shows  certain  fluctuations  of  revenues  and  expendi- 
tures, in  regard  to  which  we  submit  the  following  comments : 


Property  Taxes:  These  showed  an  increase  of  $277,050.09,  as  follows: 


1936-37  $30,984,977.59 

1935-36  30,707,927.50 


Increase 


. $ 277,050.09 
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Comparative  details  of  the  tax  rates  on  tangible  property  follow: 
Municipal  purposes:  1936-37  1935-36 

General  fund  (limit  $1.65  as  per  Section  78  of  the 

charter)  $1.095449  $1.157868 

General  fund,  for  expenses  not  subject  to  the  limitations 
of  Section  78  of  the  charter 410339  .424391 


Total  general  fund $1.605788  $1.582259 

Bond  interest  and  redemption 860871  .793233 

Employees’  Retirement  System 206928  .190532 

Park  115674  .109072 

Recreation  069886  .079584 

Relief  of  indigent  sick  and  dependent  poor 112081  .088852 

Library  054191  .050215 

Publicity  and  advertising 024759  .021566 

Tax  judgments  012941  .011405 

Emergency  Reserve  Fund 038813  .011688 

Redemption  and  interest  on  Relief  Loan  from  State  of 

California  015946  .020671 

Airport  fund .018429  .020175 

State  Emergency  Relief  Administration 050900  .026074 

Other  municipal  purposes 034213  .029827 


Total  for  municipal  purposes $3.121420  $3.035153 


School  taxes: 

District  school  taxes $ .659267  $ .633841 

Junior  college  003313  .012923 


Total  school  taxes $ .662580  $ .646764 


Total  tax  rates $3.784000  $3.681917 


The  tax  rates  on  tangible  property  are  based  on  budgeted  requirements.  The 
rate  on  solvent  credits  is  fixed  by  state  law  at  $1.00  per  $1,000  of  assessed 
valuation. 

A summary  of  the  assessment  rolls  follows: 

Property  assessed  by  City  and  County  Assessor:  1936-37  1935-36 

Tangible  property: 

Real  estate  and  improvements $660,151,796  $ 658,762.897 

Personal  property  73,763,997  73,185,234 


$733,915,793  $ 731,948,131 
Less  veterans’  exemptions 6,172,383  6,048,560 


$727,743,410  $ 725,899,571 


Intangible  property: 

Solvent  credits  $122,620,479  $ 107,818,223 

Stocks  and  bonds 170,660,505 


$122,620,479  $ 278,478,728 
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Property  assessed  by  State  Board  of  Equalization: 
Tangible  property : 


Real  estate  and  improvements $ 40,293,310  $ 40,194,470 

Personal  property  47,646,560  47,051,330 


$ 87,939,870  $ 87,245,800 

Intangible  property: 

Solvent  credits  $ 38,772,180  $ 40,443,140 

Stocks  and  bonds 8,946,840 

$ 38,772,180  $ 49,389,980 


Total  property  subject  to  city  and 
county  taxes  $977,075,939  $1,141,014,079 


The  properties  assessed  by  the  State  Board  of  Equalization  are  described  as 
follows : 

“All  pipe  lines,  flumes,  canals,  ditches,  and  aqueducts  not  entirely 

within  the  limits  of  any  one  county,  and  all  property,  other  than  fran- 
chises, owned  or  used  by: 

(1)  Railroad  companies  including  street  railways,  herein  defined  to 
include  interurban  electric  railways,  whether  operating  in  one  or 
more  counties 

(2)  Sleeping  car,  dining  car,  drawing-room  car,  and  palace  car  com- 
panies, refrigerator,  oil,  stock,  fruit,  and  other  car-loaning  and 
other  car  companies  operating  upon  the  railroads  in  the  state 

(3)  Companies  doing  express  business  on  any  railroad,  steamboat, 
vessel,  or  stage  line  in  this  state 

(4)  Telegraph  and  telephone  companies 

(5)  Companies  engaged  in  the  transmission  or  sale  of  gas  or  elec- 
tricity.” 


Other  Taxes  and  Licenses:  A comparative  summary  for  the  two  years 
follows : 


Tear  Ended  June  30 

Business  licenses,  etc. : 1937  1936 

Business  licenses  and  inspection  fees $282,219.42  $321,598.67 

Vehicle  licenses  (municipal) 32,071.50  46,112.16 

Miscellaneous 3,600.00  4,800.00 

Building  permits,  etc.: 

Building  permits  90,661.80  65,175.90 

Marriage  licenses  14,064.00  13,754.00 

Miscellaneous 44,779.80  36,969.25 

Franchise  taxes: 

The  Pacific  Telephone  and  Telegraph  Company 262,000.00  260,153.24 

Market  Street  Railway  Company 48,253.29  46,933.64 

California  Street  Cable  Railroad  Company 4,291.70  20,892.63 


$781,941.51  $816,389.49 
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Business  licenses  and  inspection  tees  showed  a decrease  of  $39,379.25,  and 
municipal  vehicle  licenses  a decrease  of  $14,040.66,  due  principally  to  license 
reductions  and  licensees’  withholding  payment  of  such  fees  pending  determinar 
tion  of  their  legality. 

The  Superior  Court  has  ruled  that  the  City  and  County  of  San  Francisco 
cannot  legally  impose  license  fees  in  excess  of  the  costs  of  regulation.  A 
number  of  suits  for  recovery  of  licenses  paid  in  excess  of  such  costs  were 
recently  decided  in  favor  of  the  plaintiffs,  in  amounts  to  be  determined. 

Franchise  revenue  from  the  California  Street  Cable  Railroad  Company  for 
the  year  ended  June  30,  1936,  represented  taxes  for  the  period  from  March  23, 
1931,  to  June  30,  1936,  collected  within  the  year  ended  June  30,  1936. 


Revenues  Received  Through  the  State  of  California:  A comparative  sum- 
mary follows: 

Year  Ended  June  30 
1937  1936 


Elementary  schools  

High  schools  

County  roads  

Special  gas  tax  street  improvement. 

Vehicle  licenses  

Orphans  and  half  orphans 

Widows’  pensions  

Needy  aged  

Needy  blind  

Tubercular  patients 

Fire  boats  

Federal  aid  to  high  schools 

Beverage  licenses  


$2,558,336.99 

2,068,248.47 

1,196,319.09 

541,548.62 

532,593.77 

181,945.12 

167,530.74 

1,404,969.11 

94,749.64 

84,488.93 

84,260.84 

17,024.18 

558,548.10 


$2,648,469.05 

1,925,058.81 

1,110,772.38 

611,715.08 

420,441.46 

143,741.28 

128,497.98 

494,237.83 

52,468.60 

77,565.50 

78,772.22 

10,642.44 

149,229.27 


$9,490,563.60  $7,851,611.90 


Needy  aged  grants  in  aid  increased  $910,731.28,  as  follows: 


1936-37  $1,404,969.11 

1935-36  . . 494,237.83 


$ 910,731.28 


These  represent  state  and  federal  grants  in  aid  to  partially  reimburse  the 
city  and  county  for  the  cost  of  old  age  pensions,  which  showed  a substantial 
increase  over  the  preceding  year  principally  on  account  of  the  following 
changes : 

1.  Effective  September  15,  1935,  the  age  limit  as  a condition  of  eligibility  for 
old  age  pensions  was  reduced  from  70  to  65  years. 

2.  Effective  April  1,  1936,  the  requirements  for  residence  within  the  state  as 
a condition  of  eligibility  for  old  age  pensions  were  modified  considerably  in 
favor  of  the  needy  aged. 

The  following  tabulation  indicates  the  amounts  borne  by  the  various  gov- 
ernments, commencing  April  1,  1936,  for  a pension  of  $35.00  per  month: 


City  and  County  of  San  Francisco $10.00 

State  of  California 10.00 

Federal  Government 15.00 


$35.00 


The  Federal  Government  also  pays  five  per  cent  of  its  share  of  $15.00  for 
administration.  This  is  divided  equally  between  the  State  and  the  City  and 
County  of  San  Francisco. 
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Beverage  license  revenues  amounted  to  $409,318.83  more  than  those  for  the 
preceding  year,  as  follows: 

1936-37  $568,548.10 

1935-36  149,229.27 

$409,318.83 


The  amount  of  $149,229.27  for  1935-36  represented  remittances  received  from 
the  State  covering  the  nine  months’  period  from  April  1 to  December  31,  1935. 
The  Alcoholic  Beverage  Control  Act  of  1935  provided  for  annual  settlements 
on  a calendar  year  basis,  while  previous  settlements  had  been  made  semi- 
annually. The  amount  of  $558,548.10  for  1936-37  therefore  represents  remit- 
tances for  the  calendar  year  1936.  The  receipts  for  the  first  quarter  of  the 
calendar  year  are  larger  than  collections  for  the  remaining  quarters,  due  to 
the  collection  of  annual  license  fees  during  the  first  quarter.  The  revenues 
which  accrued  to  the  City  and  County  of  San  Francisco  for  the  first  half  of 
the  calendar  year  1937  have  not  yet  been  collected.  The  revenues  for  the  entire 
calendar  year  1937  will  be  recorded  as  revenues  for  the  fiscal  year  1937-38. 


Departmental  Expenses:  These  expenses  increased  $2,198,820.24,  as  follows: 


General  government  

Protection  of  life  and  property 

Recreation  

Charities,  hospitals  and  corrections .... 

Education  

Conservation  of  health 

Sanitation  

Highways  

Other  


Increase 


Tear  Ended 
1937 

.$  3,040,818.27 
. 7,219,819.90 

. 1,996,219.29 

. 7,465,479.11 

. 9,450,271.30 

638,520.38 
890,184.19 
. 1,054,224.08 

196,151.31 


$31,951,687.83 


29,752,867.59 


,$  2,198,820.24 


June  30 
1936 

$ 2,946,856.22 
7,223,154.66 
1,966,600.72 
5,579,335.79 
9,265,695.90 
573,064.84 
829,299.77 
1,176,316.42 
192,543.27 


$29,752,867.59 


A detailed  comparative  analysis  of  these  expenses  is  shown  on  pages  40  and 
41  of  this  report. 


Proprietary  Balance  Sheet  Comments 

The  following  comments  refer  to  various  items  which  appear  on  the  pro- 
prietary balance  sheet,  and  further  indicate  the  scope  of  our  examination: 

Properties:  A summary  of  the  property  accounts  is  shown  on  pages  44  and 
45  of  this  report. 

We  examined  the  vouchers  for  the  major  additions  to  the  general  city  and 
county  properties  during  the  year  and  found  that  they  represented  proper 
capital  charges. 
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A physical  inventory  of  equipment  is  now  in  progress.  When  this  is  com- 
pleted the  equipment  account  will  he  corrected  in  accordance  therewith. 

Cash:  Cash  on  deposit  with  the  treasurer  as  at  June  30,  1937,  amounting  to 
$23,783,115.59,  and  the  imprest  funds  of  the  general  city  and  county  were 
verified  by  the  controller.  Our  review  of  the  working  papers  indicated  that 
such  verification  had  been  properly  performed,  also  that  the  treasurer  had 
complied  with  Section  82  of  the  charter,  which  regulates  the  receipt,  custody, 
and  deposit  of  public  funds. 

Taxes  Receivable : A summary  of  taxes  receivable  follows: 


Secured  taxes : 

1936-37  $ 408,685.06 

1935-36  237,805.62 

1934-35  212,784.68 

1933-34  131,678.91 

Prior  years  163,897.92 


$1,154,852.19 

Interest  on  1936-37  secured  taxes..  16,065.39 


$1,170,917.58 

Less,  installment  collections 98,976.06 


$1,071,941.52 


The  following  taxes  and  penalties  have  been  fully  reserved : 


Unsecured  taxes,  including  penalties  thereon $733,419.34 

Penalties  on  delinquent  secured  taxes 37,755.62 


$771,174.96 


Section  3817  of  the  Political  Code  of  the  State  of  California,  as  amended, 
provides  for  the  cancellation  of  penalties  on  delinquent  taxes  for  1935-36  and 
prior  if  redemption  is  effected  on  or  before  September  1,  1937,  also  for  the 
cancellation  of  penalties  on  delinquent  taxes  for  1936-37  if  redemption  is 
effected  on  or  before  April  20,  1938. 


Revenues  Accrued  and  Accounts  Receivable:  These  assets  consist  of  the 
following: 


State  of  California  $1,705,380.66 

Franchise  revenues 222,363.86 

Accrued  interest: 

On  investment  bonds  $328,747.89 

On  bank  deposits  21,521.67 


350,269.56 

Federal  grants  1,339,639.11 

Miscellaneous  38,203.37 


Total,  general  city  and  county $3,655,856.56 

Accounts  receivable,  public  service  enterprises 1,254,963.40 


$4,910,819.96 
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Amounts  due  from  the  State  of  California  are  herewith  detailed : 


County  roads  $ 475,818.74 

Orphans  and  half  orphans 167,430.52 

Needy  aged  ■ • 551,399.63 

Motor  vehicle  tax 56,121.74 

Special  gas  tax  street  improvement 182,410.64 

Fire  boats  13,000.00 

Tubercular  patients 84,488.93 

Needy  blind  35,513.17 

Widows’  pensions  139,197.29 


$1,705,380.66 


These  are  in  agreement  with  copies  of  claims  on  file  against  the  state,  esti- 
mates of  amounts  for  which  claims  had  not  been  submitted,  and/or  subsequent 
collections. 


Franchise  revenues  are  detailed  as  follows: 

Pacific  Telephone  and  Telegraph  Company,  for  the  nine  months 

ended  June  30,  1937 $196,363.86 

Market  Street  Railway  Company,  for  the  six  months  ended  June  30, 

1937  24,000.00 

California  Street  Cable  Railroad  Company,  for  the  six  months  ended 
June  30,  1937 2,000.00 


$222,363.86 


Our  audit  report  for  the  year  ended  June  30,  1936,  referred  to  the  franchise 
tax  liability  of  San  Francisco  Electric  Protective  Company,  which  operates  a 
system  of  electric  signal  boxes  for  police  and  fire  protection,  and  which 
appears  to  be  affiliated  with  American  District  Telegraph  Company.  We 
understand  that  the  original  franchise  expired  in  1928  by  stipulation  and  that 
American  District  Telegraph  Company  has  applied  for  a new  franchise  cover- 
ing its  operations  and  those  of  San  Francisco  Electric  Protective  Company. 


A summary  of  the  federal  grants  follows : 


Maximum  Balances 

Amount  Receivable 

of  Grant  June  30,  1937 


High  pressure  fire  protection  system $ 460,000  $ 7,024.84 

Sewers  454,000  36,765.98 

Reconstruction  of  streets  and  sidewalks 348,900  32,967.67 

Exposition  shoals  1,894,324  1,262,880.62 


$1,339,639.11 


The  maximum  amounts  of  the  grants  are  in  accordance  with  the  grant 
agreements  on  file.  The  balances  receivable  represent  uncollected  claims  filed 
with  the  Federal  Government. 
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Investment  Securities : A summary  follows : 

Employees’ Retirement  System  (bonds) : Par  Values  Book  Values 

United  States  Government $ 400,000.00  $ 431,016.83 

State  of  California 3,433,000.00  3,540,159.22 

City  and  County  of  San  Francisco 3,641,600.00  3,820,947.47 

East  Bay  Municipal  Utility  District 1,670,000.00  1,844,771.20 

City  of  New  York 1,257,000.00  1,389,667.38 

Los  Angeles  Flood  Control  District 1,038,000.00  1,255,632.68 

Golden  Gate  Bridge  and  Highway  District 600,000.00  566,037.32 

City  of  Los  Angeles 1,338,000.00  1,620,483.06 

Marin  Municipal  Water  District 377,000.00  397,243.44 

City  of  Richmond 421,000.00  451,704.25 

City  of  Sacramento 420,000.00  458,428.78 

City  of  Stockton 379,450.00  413,937.88 

Other  California  cities,  counties,  and  school 

districts  1,905,437.50  1,991,203.90 

Railroads  688,100.00  680,901.86 

Public  utilities  758,500.00  781,207.41 


$18,227,087.50  $19,643,342.68 
Bequest  funds  (stocks  and  bonds) 117,400.00  172,081.22 


$18,344,487.50  $19,815,423.90 


These  securities  are  kept  in  the  joint  custody  of  the  controller  and  the 
treasurer.  The  controller  has  verified  the  existence  of  the  securities  and  the 
collection  of  interest  and  dividends.  Since  the  securities  were  purchased  for 
investment,  we  have  not  attempted  to  determine  their  market  values.  None 
of  the  bonds  were  in  default  as  to  principal  or  interest  as  at  June  30,  1937. 

In  accordance  with  Section  159  of  the  charter,  the  Retirement  Board  has 
exclusive  control  of  the  administration  and  investment  of  the  funds  of  the 
Retirement  System. 


Deferred  Charges:  A summary  follows: 

General  city  and  county: 

Commitments  $ 5, 060,027. S5 

Relief  expenditures  financed  by  long-term  loans 7,725,153.50 

Materials  and  supplies 287,100.40 

Other  67,259.78 


$13,139,541.53 

Public  service  enterprises 2,306,370.37 


$15,445,911.90 


Commitments  are  herewith  detailed: 


Employees’  Retirement  System . . 
Land  purchases: 

Fleishhacker  playground  

Lafayette  Park  

Other  commitments: 

Voting  machine  purchase 

Bay  Bridge  bonds  purchase. . 

Merry-go-round  purchase 

Joint  Highway  District  No.  9, 
Joint  Highway  District  No.  10, 
Sunnyvale  dirigible  air  base. 
Judgments  


Original 


$ 363,986.00 
180,000.00 


1,505,300.00 

390.000. 00 
31,835.00 

368,354.00 
SIS. 

150.000. 00 


Unpaid 

Balance 

$3,092,731.08 

326,549.65 

140,000.00 


136,654.45 

100,000.00 

13,540.58 

270,454.25 

770,400.00 


209,697.84 


$5,060,027.85 
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These  commitments  represent  payments  which  will  be  made  from  the 
revenues  of  future  years,  at  which  time  these  deferred  charges  will  be  trans- 
ferred to  property  accounts,  expenditures,  etc. 

Relief  expenditures,  $7,725,153.50,  resulted  from  an  outlay  for  unemployment 
relief,  which  was  financed  as  follows: 


Sale  of  relief  bonds $6,500,000.00 

Less,  redemptions  542,000.00 


$5,958,000.00 

Loans  from  State  of  California 
Less,  payments  thereon 

1,767,153.50 

$7,725,153.50 


.$2,017,261.00 

250,107.50 


The  relief  bonds  mature  at  the  rate  of  $542,000  per  year,  commencing  Sep- 
tember 1,  1937.  The  balances  of  the  loans  from  the  State  of  California,  repre- 
sented by  three  notes,  mature  in  equal  annual  installments,  commencing 
July  1,  1937,  as  follows: 

$1,000,000.00  (10  years) 

440,567.10  (8  years) 

326,686.40  (7  years) 


$1,767,153.50 


Materials  and  supplies,  $287,100.40,  are  shown  at  their  book  values. 


Bonded  Indebtedness : We  verified  the  changes  in  bonded  indebtedness  for 
the  year  ended  June  30,  1937,  as  herewith  summarized: 


Total 

Public 

Service 

Enterprises 

General 
City  and 
County 

Outstanding  June  30,  1936 

$170,264,100 

$115,414,500 

$54,849,600 

Sold  during  year 

2,158,000 

1,676,000 

482,000 

$172,422,100 

$117,090,500 

$55,331,600 

Redeemed  during  year 

6,922,700 

3,145,900 

3,776,800 

Outstanding  June  30, 

1937.. $165, 499, 400 

$113,944,600 

$51,654,800 

Bonds  authorized  but  not  issued  as  at  June  30,  1937,  amounted  to 
$1,357,000  as  follows: 


General  city  and  county:  Authorized  Issued  Unissued 

Sewer  1933  $ 2,625,000  $ 2,078,000  $ 547,000 

Public  service  enterprises: 

Water  distribution 1933  12,095,000  11,285,000  810,000 


$1,357,000 


Section  104  of  the  charter  provides  that  the  bonded  debt,  exclusive  of: 

(a)  Debt  incurred  for  the  purpose  of  financing  public  improvements,  the 
cost  of  which  is  to  be  assessed  against  private  property  benefited  thereby, 

(b)  Debt  incurred  for  water  supply,  storage,  or  distribution  purposes,  and 

(c)  Debt  heretofore  incurred  in  aid  of  the  Panama-Pacific  International 
Exposition, 

shall  not  exceed  12  per  cent  of  the  assessed  value  of  all  real  and  personal 
property  in  the  city  and  county,  subject  to  city  and  county  taxes. 
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The  bonded  debt  subject  to  this  12  per  cent  limit  as  at  June  30,  1937,  deter- 
mined in  accordance  with  the  provisions  of  the  charter,  was  as  follows: 

Bonded  debt  June  30,  1937 $165,499,400 

Less,  bonded  debt  to  which  the  12  per  cent  limit  does  not  apply: 

Hetch  Hetchy  $69,485,000 

Water  Department 42,755,000 

Exposition  503,000 


112,743,000 


Total  bonded  debt  subject  to  12  per  cent 
limit  $ 52,756,400 


The  assessment  roll  of  March  1937  for  the  year  1937-38  shows  assessed  valu- 
ations of  $991,235,246,  as  follows: 


Real  estate  and  improvements,  and  secured  tangible  personal  prop- 
erty, taxable  at  $3,871  per  $100  (1937-38  rate) $757,171,037 


Unsecured  tangible  personal  property  taxable  at  $3,784  per  $100 

(1936-37  rate)  66,008,343 


Total  tangible  property $823,179,380 

Intangible  property: 

Solvent  credits,  taxable  at  the  rate  of  10  cents  per  $100 168,055,866 


Total  property  subject  to  city  and  county  taxes $991,235,246 


From  the  foregoing  it  will  be  seen  that  the  bonded  debt  of  $52,756,400  sub- 
ject to  the  12  per  cent  clause  is  within  the  charter  limits. 

Accounts  and  Notes  Payable:  These  liabilities  are  herewith  summarized: 


General  city  and  county: 

Contracts,  purchase  orders,  etc $ 4,091,626.16 

Relief  loans  from  State  of  California 1,767,153.50 

Accrued  interest  thereon 194,028.01 

Warrants  outstanding  1,403,480.18 

Commitments  (contra)  5,060,027.85 


$12,516,315.70 

Public  service  enterprises 2,851,205.48 


$15,367,521.18 


Contracts,  purchase  orders,  etc.,  were  verified  by  reference  to  the  support- 
ing records  and  by  a review  of  the  procedure  in  connection  with  the  controller’s 
audit,  approval,  and  recordation  of  these  liabilities. 


Relief  loans  from  the  State  of  California  consist  of  three  loans,  as  follows: 


Date  of  Loan 


Interest 

Rate  Amount 


Nov.  9,  1933 
Apr.  26,  1934 
Aug.  14,  1934 


$1,000,000.00  July  1,  1937  to  1946 

326.5S6.40  July  1,  1937  to  1943 

440,567.10  July  1,  1937  to  1944 


$1,767,153.60 
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These  loans  were  made  under  the  provisions  of  the  Unemployment  Relief 
Bond  Act  of  1933  and  were  authorized  by  the  Board  of  Supervisors. 

We  verified  the  general  city  and  county  outstanding  warrants  by  reference 
to  the  warrant  registers,  which  were  in  agreement  with  the  controlling 
accounts  in  the  general  ledger. 

Commitments  were  verified  by  reference  to  the  supporting  documents. 

A contingent  liability  exists  through  pending  lawsuits  of  school  teachers 
for  salary  adjustments  of  prior  years.  The  city  attorney  has  stated  to  us  that 
it  is  impossible  at  this  time  to  determine  the  amount  involved  in  these  actions. 

A contingent  liability  also  exists  through  San  F’rancisco’s  participation  in 
the  Golden  Gate  Bridge  and  Highway  District.  We  understand  that  the  bonds 
of  that  district,  of  which  an  issue  of  $35,000,000  has  been  authorized,  are  gen- 
eral obligations  of  the  district  and  are  payable  to  the  extent  that  revenues  of 
the  district  may  be  insufficient  to  meet  operating  expenses  and  interest  and 
redemption  charges,  from  ad  valorem  taxes  which  may  be  levied,  without  limi- 
tation as  to  the  rate  or  amount,  upon  all  taxable  property  within  the  district. 
The  Golden  Gate  Bridge  and  Highway  District  includes  the  City  and  County 
of  San  Francisco,  Marin,  Sonoma,  and  Del  Norte  counties,  and  portions  of 
Napa  and  Mendocino  counties. 

A contingent  liability  also  exists  through  a Superior  Court  verdict  in  favor 
of  the  plaintiffs  for  licenses  paid  in  excess  of  the  costs  of  regulation.  The 
amounts  of  these  judgments  have  not  yet  been  determined. 

Funding  Balance  Sheet  Comments 

A summary  of  the  funding  balance  sheets,  with  statements  showing  in  detail 
the  status  of  the  various  funds,  will  be  found  on  pages  50  to  55  of  this  report. 

A reconciliation  of  the  funding  balance  sheet  with  the  proprietary  balance 
sheet  follows: 

Funding  balance  sheet: 

Special  and  trust  funds $ 22,291,267.79 

Surplus  14,268,367.59 


$ 36,559,635.38 

Add,  proprietary  assets  not  shown  in  funding 
balance  sheet : 

Properties,  net  368,064,827.01 

Deferred  charges  15,445,911.90  383,510,738.91 


$420,070,374.29 

Deduct,  proprietary  liabilities  not  shown  in 
funding  balance  sheet: 

Bonds  outstanding,  unmatured 

162,408,700.00 

Bond  interest,  unmatured 

448,560.17 

Relief  loans  

1,767,153.50 

Accrued  interest  thereon 

194,028.01 

Commitments  

5,060,027.85 

Land  purchase  agreement 

315,000.00 

Bond  premium  unamortized 

938,696.45 

Other  deferred  credits 

553,873.12 

171,686,039.10 

$248,384,335.19 

Deduct,  funding  assets  not  shown  in  proprie- 
tary balance  sheet: 

Federal  grants  (unearned  portion) 

984,573.43 

Unsold  bonds,  par  value 

1,357,000.00 

2,341,573.43 

Proprietary  balance  sheet: 

Special  and  trust  funds 

22,333,805.39 

Surplus  

223,708,956.37 

$246,042,761.76 
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The  following  funds  showed  deficits  as  at  June  30, 1937: 


Auditorium  $167,930.42 

Firemen’s  Relief  and  Pension 171,349.33 

Police  Relief  and  Pension 103,235.58 


$442,515.33 


These  deficits  were  created  prior  to  the  adoption  of  the  present  charter, 
which  became  effective  January  8,  1932. 

The  cash  reserve  fund,  which  was  created  in  accordance  with  Sections  80 
and  81  of  the  charter,  is  to  be  used  for  the  making  of  temporary  loans  exclu- 
sively for  the  following  purposes: 

1.  Payment  in  any  fiscal  year  of  legally  budgeted  expenditures  for  such  year 
in  anticipation  of  the  collection,  after  the  close  of  such  fiscal  year,  of  legally 
collectible  taxes  and  other  revenues  as  set  forth  in  the  budget  and  the  appro- 
priation ordinance  for  such  fiscal  year. 

2.  Payment  of  that  portion  of  the  authorized  expenses  of  the  city  and 
county  for  any  fiscal  year  which,  as  certified  by  the  controller,  becomes  due 
and  payable  and  must  be  paid  prior  to  the  receipt  of  tax  payments  for  such 
fiscal  year. 


This  fund  as  at  June  30,  1937,  had  a balance  of  $2,859,227.40  as  follows: 

Cash  $ 3,404.76 

Temporary  loans  to  other  funds 2,300,756.64 

Interfund  accounts  receivable  which  will  be 
liquidated  through  collections  of  taxes 
and  other  revenues 555,066.00 

$2,859,227.40 


We  reviewed  the  appropriation  ledgers  and  determined  that  the  appropria- 
tions recorded  therein  were  in  accordance  with  the  annual  appropriation  ordi- 
nance and  subsequent  appropriations. 


Surety  Bonds:  We  inspected  the  surety  bonds  covering  the  various  officers 
of  the  city  and  county  and  determined  that  the  charter  provisions  had  been 
complied  with. 

All  surety  bonds  on  file  have  been  approved  by  the  controller  in  accordance 
with  Bill  No.  724,  Ordinance  No.  4.042,  approved  November  6,  1935.  The  basis 
used  by  the  controller  for  this  purpose  is  the  list  and  limits  of  acceptable 
sureties  on  federal  bonds  published  by  the  U.  S.  Treasury  Department. 


We  wish  to  express  our  appreciation  to  the  controller  and  his  staff  for  their 
cooperation  and  for  the  many  courtesies  extended  to  us  during  the  course  of 
our  examination. 


Very  truly  yours, 

LYBRAND,  ROSS  BROS.  & MONTGOMERY. 
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CURRENT  SURPLUS— GENERAL  CITY  AND  COUNTY 

For  the  year  ended  June  30,  1937 

Balance,  June  30,  1936 $5,545,869.53 

Add: 

Net  revenues  for  the  year  ended  June  30,  1937,  de- 
tails annexed  $513,084.30 

Less,  prior  years’  charges  due  to  reserves  for  pen- 
alties on  delinquent  taxes,  refunds,  cancellations, 
etc 218,028.50 

Net  additions  295,055.80 

Balance,  June  30,  1937 $5,840,925.33 


CAPITAL  SURPLUS— GENERAL  CITY  AND  COUNTY 

For  the  year  ended  June  30,  1937 


Balance,  June  30,  1936 $154,882,579.05 

Add: 

Matured  bonds  transferred  to  current  funds 

ledger  $3,150,100.00 

Capital  additions  from  revenues 2,945,921.22 

Capital  additions  from  trust  funds 1,477,869.97 

Federal  grants  earned 492,097.31 

Premiums  from  sales  of  bonds 66,279.00 

Gift  of  land  at  Woodside 50,000.00 

Gains  from  sales  of  land 25,949.00 


$8,208,216.50 


Deduct: 

Transfers  to  current  funds  for  bond  interest  and 

redemption  $ 490,901.63 

Miscellaneous  1,405.92 


$492,307.55 


Net  additions  7,715,908.95 


Balance,  June  30,  1937 $162,598,488.00 

Composition  of  capital  surplus  follows: 

Capital  expenditures  $206,766,594.31 

Less,  bonded  debt 44,516,700.00 

Net  property  investment 161,249,894.31 

Cash  and  receivables,  less,  accounts  payable.  1,348,593.69 


$162,598,488.00 


REVENUES  AND  EXPENDITURES— GENERAL  CITY  AND 
COUNTY 

For  the  years  ended  June  30,  1937  and  1936 


REVENUES 


Property  taxes: 

Real  and  personal  property. 
Penalties  on  delinquencies.. 


Other  taxes  and  licenses : 

Business  and  vehicle  licenses. 

Franchise  taxes  

Building  permits,  etc 


Revenues  through  State  of  California: 

Common  schools  

High  schools  

County  roads  

Other  


Other  revenues: 

Departmental  revenues,  details  annexed 

Interest  earned  

Rents 

Court  fines  

Contributions  from  Water  Department 

Federal  grants  

Federal  grant  cash  and  bond  premium  trans- 
ferred from  capital  funds  for  bond  interest 

and  redemption 

Miscellaneous,  net  


Total  revenues 


EXPENDITURES 

Departmental  expenses,  details  annexed 

Bond  redemption  

Bond  interest  

Other  interest  

Pensions  and  compensation  insurance 

Judgments  and  losses  

Publicity  and  advertising 

Contributions  to  public  service  enterprises: 

Hetch  Hetchy  project  

Airport 

Additions  to  property  from  revenues 

Contribution  to  Live  Stock  Pavilion 

Miscellaneous,  net  


Tear  Ended  June  30 
1937  1936 


$30,968,912.20 

$30,559,196.21 

16,065.39 

148,731.29 

$30,984,977.59 

$30,707,927.50 

$ 317,890.92 

$ 372,510.83 

314,544.99 

327,979.51 

149,505.60 

115,899.15 

$ 781,941.51 

$ 816,389.49 

$ 2,558,336.99 

$ 2,648,469.05 

2,068,248.47 

1,925,058.81 

1,196,319.09 

1,110,772.38 

3,667,659.05 

2,167,311.66 

$ 9,490,563.60 

$ 7,851,611.90 

$ 1,645,310.21 

$ 1,410,671.32 

81,265.43 

76,231.27 

23,526.32 

14,232.63 

156,579.25 

140,172.29 

1,407,984.00 

1,255,477.00 

353,922.89 

184,130.55 

490,901.63 

556,622.23 

78,369.13 

$ 4,159,489.73 

$ 3,715,906.42 

$45,416,972.43 

$43,091,835.31 

$31,951 

,687 

.83 

$29,752 

,867 

.59 

3,150 

,100 

.00 

3,150 

,100 

.00 

2,389 

,524 

,7S 

2,332 

,S71 

.64 

84, 

,125 

.61 

84 

,190 

.66 

2,059 

.113 

.75 

1,971 

,267 

.63 

155 

,331 

.10 

172 

,723 

.13 

199 

,224 

.11 

176 

,785 

.84 

1,6S7, 

,787. 

.71 

1,715, 

,724. 

.95 

203, 

,148. 

,17 

151, 

,572. 

.19 

2,945 

,921 

.22 

2,409 

.969 

.27 

250, 

,000. 

.00 

77, 

,923, 

,85 

$44,903, 

,888. 

.13 

$42,168, 

072. 

,90 

$ 613, 

,084. 

,30 

$ 923, 

,762. 
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Total  expenditures 
Net  revenues  
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DEPARTMENTAL  REVENUES— GENERAL  CITY  AND  COUNTY 

For  the  years  ended  June  30,  1937  and  1936 


General  government: 


Year  Ended  June  30 
1937  1936 


Municipal  Courts  

County  Clerk 

Sheriff 

Coroner  

Registrar 

City  Engineer  

Treasurer  

Department  of  Public  Works. 
Other  


Protection  of  life  and  property: 

Recorder  

Department  of  Electricity  . . . 

Public  Administrator  

Public  Pound  

Fire  Department  

Police  Department  

Agricultural  Commission 


Education: 
Schools  . 
Library  . 


Recreation : 

Park  Commission  

Recreation  Commission  

Auditorium 

War  Memorial  

Art  Commission  

De  Young  Museum 

California  Palace  of  Legion  of  Honor. 


Charities,  hospitals,  and  corrections: 

Juvenile  Detention  Home  

Board  of  U.  S.  Prisoners 

San  Francisco  Hospital  

Relief  Home  

Other  


Other: 

Central  Office,  Department  of  Health 

Highways,  Department  of  Public  Works. 
General  and  miscellaneous  


Total  departmental  revenues. 


.$  60,788.56 

98,704.46 
34,631.31 
981.60 
4,302.95 
17,360.25 
12,377.22 
660.59 
3,010.57 


$ 232,817.51 


.$  132,119.10 

85,260.23 
63,228.15 
2,880.25 
5,651.46 
1,591.16. 
8,457.52 


$ 

299,187.87 

.$ 

158,893.17 

20,088.64 

$ 

178,981.81 

.$ 

401,589.67 

46,197.32 

45,262.77 

42,156.60 

33,180.09 

846.05 

1,445.05 

$ 

570,677.55 

.$ 

54,754.24 

14,452.00 

24,804.11 

16,723.61 

5,869.42 

$ 

116,603.38 

.$ 

175,084.86 

64,387.72 

7,569.51 

$ 

247,042.09 

.$  1,645,310.21 


$ 

61,397.05 

95,256.20 

32,884.85 

774.60 

2,556.10 

11,166.83 

13,589.65 

4,833.75 

2,143.86 

$ 

224,602.89 

$ 

119,571.40 

52,294.15 

55,982.27 

3,029.25 

4,216.05 

2,069.92 

8,646.14 

$ 

245,809.18 

$ 

119,151.31 

18,499.63 

$ 

137,650.94 

$ 

365,248.85 

41,423.91 

47,419.90 

38,002.13 

10,584.25 

101.53 

2,574.66 

$ 

505,355.23 

$ 

46,252.08 

20,899.20 

22,414.32 

5,462.35 

2,356.20 

$ 

97,384.15 

$ 

140,405.62 

51,276.31 

8,187.00 

$ 

199,868.93 

$ 1,410,671.32 


40 


DEPARTMENTAL  EXPENSES— GENERAL  CITY  AND  COUNTY 

For  the  years  ended  June  30,  1937  and  1936 


General  government: 


Tear  Ended  June  30 
1937  1936 


Board  of  Supervisors  

Clerk  of  Board  of  Supervisors 

Mayor 

Chief  Administrative  Officer 

Controller 

Treasurer  

Assessor  

Tax  Collector 

City  Attorney  

District  Attorney  

Public  Defender  

Other  general  executives : 

Director  of  Finance  and  Records. 

Department  of  Public  Works 

City  Engineer  

Civil  Service  Commission 

City  Planning  Commission 

Central  Permit  Bureau 

Board  of  Permit  Appeals 

Real  Estate  Department 

Judiciary: 

Municipal  Courts  

Superior  Courts  

County  Clerk  

Law  Library  

Grand  Jury  

Coroner  

Sheriff 

Elections 

Care  and  maintenance  of  buildings. 
Rent  of  leased  buildings 


Protection  of  life  and  property: 

Police  Department  

Fire  Department  

Recorder  

Sealer  of  Weights  and  Measures. 

Inspection  service  

Department  of  Electricity 

Public  Pound  

Public  Administrator  


Education: 
Schools  . 
Libraries 


.?  80,864.46 

41,558.39 
54,079.68 

32.010.02 
220,609.68 

54,856.11 

219,296.36 

161,698.64 

98.512.02 
143,312.97 

18.579.03 


5,984.45 

67,424.48 

243,467.10 

67,045.25 

16,684.83 

16,288.71 

7,964.02 

25,473.55 


217,075.42 

221,913.38 

144,936.59 

11,461.25 

14,980.32 

58,094.62 

149,977.79 

268,488.17 

373,764.98 

4,416.00 


$ 3,040,818.27 


.$  3,523,037.20 
, 3,247,563.05 

95,468.20 
21,734.90 
120,967.45 
153,134.92 
18,000.00 
39,914.18 


$ 7,219,819.90 


.$  9,004,481.26 
445,790.04 


$ 58,091.81 

46,684.97 
47,153.50 
29,261.76 
213,913.76 
53,095.61 
230,624.61 
158,436.94 
82,054.08 
129,798.81 
18,880.27 


6,089.39 

67,308.72 

199,042.72 

59.632.60 
12,596.17 
16,966.68 

8,024.04 

19.855.61 


224,273.95 

211.070.76 
143,828.11 

11,195.24 

16,723.18 

52,753.73 

158,101.64 

312.159.77 
353,055.39 

6,182.40 


$ 2,946,856.22 


$ 3,506,819.16 
3,264,619.83 
98, 746.64 
21,548.84 
109,410.50 
164,274.71 
17,000.00 
40,734.98 


$ 7,223,154.66 


$ 8,877,433.03 
388,262.87 


$ 9,450,271.30  $ 9,265,695.90 
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Recreation : 

Educational $ 336, 638.73 

Parks 804,219.52 

Golf  links  114,643.06 

Kezar  Stadium  16,160.20 

Music  and  celebrations 35,061.95 

Auditorium 46,655.10 

Opera  House  77,007.45 

War  Memorial 36,796.84 

Playgrounds 529,036.44 


Charities,  hospitals,  and  corrections: 


2,706.00 

5,993.35 

7,821.53 

8,835.84 

2,654.14 

2,774.72 

8,636.77 

4,715.39 


Relief  of  needy  and  unemployed .... 
Poor  in  institutions  (Relief  Home) . 

Care  of  children  

Hospitals 

Insane  in  hospitals  

Relief  of  needy  aged 

Relief  of  needy  blind 

County  jails  

Juvenile  Detention  Home 

Adult  Probation  Board 

Juvenile  Court  

Burial  of  indigent  dead 


Conservation  of  health: 


Street  cleaning  

Removal  of  dead  animals . 
Inspection  service  .... 


Administration  of  public  trusts . . 


$ 

1,996,219.29 

$ 

1,966,600.72 

.$ 

9,680.02 

$ 

9,703.07 

1,628,894.60 

1,084,350.97 

576,303.13 

543,110.33 

973,855.08 

878,507.26 

1,697,073.46 

1,594,370.26 

114,524.56 

167,282.88 

1,924,094.85 

842,247.33 

143,961.35 

107,310.18 

242,490.90 

212,624.42 

35,146.08 

34,180.09 

26,482.80 

25,665.34 

79,814.28 

68,762.66 

13,158.00 

11,221.00 

$ 

7,465,479.11 

$ 

5,579,335.79 

.$ 

53,698.74 

$ 

53,502.27 

16,090.97 

16,372.35 

239,606.33 

208,272.15 

233,116.93 

217,663.25 

96,007.41 

77,254.82 

$ 

638,520.38 

$ 

573,064.84 

4 

287,075.28 

$ 

243,474.83 

527,421.09 

506,134.97 

5,000.00 

5,000.00 

70,687.82 

74,689.97 

$ 

890,184.19 

? 

829,299.77 

L- 

4 

379,542.76 

$ 

411,697.59 

17,101.70 

13,246.11 

657,579.62 

751,372.72 

$ 

1,054,224,08 

$ 

1,176,316.42 

4 

161,270.40 

$ 

152,548.88 

34,880.91 

39,994.39 

$ 

196,151.31 

$ 

192,543.27 

431,951,687.83 

$29,752,867.59 

Total  departmental  expenses, 
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REVENUES  AND  EXPENSES: 


Balances,  June  30,  1937 $55,269,543.04  $11,937,021.93  $38,548,072.46  $3,127,436.84  $1,403,916.16  $253,095.65 


June  30,  1937 
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Streets,  tunnels,  bridges,  etc 57,204,514.76  5,618,026.79 


GENERAL  CITY  AND  COUNTY  (Continued) : 
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BONDED  INDEBTEDNESS— PUBLIC  SERVICE  ENTERPRISES 

For  the  Year  Ended  June  30,  1937 


BONDED  INDEBTEDNESS— PUBLIC  SERVICE  ENTERPRISES 

For  the  Year  Ended  June  30,  1937 
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San  Francisco  Water  Department 

Report  Upon  Examination  of  Accounts 


For  the  Fiscal  Year  Ended  June  30,  1937 
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Lybrand,  Ross  Bros.  & Montgomery 

ACCOUNTANTS  AND  AUDITORS 
San  Francisco 


September  25,  1937. 

The  Honorable  Harold  J.  Boyd,  Controller,  City  and  County  of  San  Francisco, 
San  Francisco,  California. 

Dear  Sir: 

In  accordance  with  your  instructions,  issued  under  the  powers  delegated 
to  you  by  Ordinance  No.  9.0621,  approved  by  the  Board  of  Supervisors  on 
October  9,  1933,  we  have  examined  the  accounts  of  the 

San  Francisco  Water  Department 
for  the  year  ended  June  30,  1937,  as  hereinafter  outlined. 

The  expert  to  the  Grand  Jury  participated  in  our  examination  of  the 
accounts. 

Annexed  we  submit  statements  which,  subject  to  the  comments  contained 
in  the  following  paragraphs  of  this  report,  in  our  opinion,  set  forth  the 
financial  condition  of  the  San  Francisco  Water  Department  as  at  June  30, 
1937,  and  the  results  of  its  operations  for  the  year  then  ended. 

Income  Account:  We  made  a general  review  and  test  checks  of  the 
income  account  for  the  year,  and  compared  the  revenues  and  expenses  with 
those  of  the  preceding  year.  We  investigated  and  obtained  satisfactory 
explanations  for  all  substantial  fluctuations. 

A condensed  summary  of  operations  for  the  year  ended  June  30,  1937,  , 
comparative  with  the  preceding  year,  follows: 


Tear  Ended  June  30 


Sales  of  water: 

San  Francisco  

Outside  San  Francisco  

Municipal  departments: 

Actual  

Comparison  

1937 

.$5,982,525.85 
. 363,134.04 

59,992.60 
. 421,262.39 

1936 

$5,756,974.61 

312,799.85 

58,879.34 

392,907.42 

Operating  expenses,  exclusive  of  depreciation . . . 

$6,826,914.88 
. 1,936,348.34 

$6,521,561.22 

1,914,881.55 

$4,890,566.54 

Provision  for  depreciation,  as  shown  by  records  of 

the  engineering  section  of  the  Water  Department  745,766.00 

$4,606,679.67 

670,000.00 

Profit  from  operations  

.$4,144,800.54 

$3,936,679.67 

Other  income: 

Rentals,  including  crop  shares 

Sales  of  walnuts  

Interest  earned  

Miscellaneous  

.$  50,004.30 

27,379.64 
10,809.50 
29,161.45 

$ 42,679.80 

26,862.23 
15,647.04 
5,258.07 

$ 117,354.89 

$ 90,447.14 
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Other  expenses: 

Bond  interest,  1928  issue. 
Bond  interest,  1933  issue. 
Walnut  orchard  expenses 
Agricultural  division  .... 
Miscellaneous  


Year  Ended  June  30 
1937  1936 


$1,530,000.00 

113,637.42 

15,452.04 

15,225.90 

2,447.48 


$1,575,000.00 

53,546.58 

20,956.14 

18,108.27 

3,052.98 


$1,676,762.84  $1,670,663.97 
Net  income  $2,585,392.59  $2,356,462.84 


Section  64  of  the  Charter  requires  that  the  accounts  of  the  municipally 
owned  utilities  include  estimates  of  the  taxes  that  would  have  to  be  paid  if 
these  properties  were  privately  owned  and  operated. 

In  lieu  of  San  Francisco,  property  taxes  (which  are  not  assessed  and 
which  have  not  been  estimated)  the  operating  expenses  have  been  charged 
with  amounts  equal  to  the  revenues  recorded  for  water  supplied  to  nonpay- 
ing municipal  departments,  as  follows: 

Year  Ended 
June  30 


1937  $421,262.39 

1936  392,907.42 


Taxes  paid  to  other  counties  by  the  San  Francisco  Water  Department 
amounted  to: 


Year  Ended 
June  30 


1937  $193,057.21 

1936  199,648.01 


Additional  taxes  which  the  San  Francisco  Water  Department  would 
have  had  to  pay,  commencing  January  1,  1936,  if  it  were  privately  owned 
and  operated,  are  listed  below: 

1.  Federal  income  tax;  normal  tax  of  from  8 to  15  per  cent  of  net  income. 

2.  Federal  income  tax;  surtax  on  undistributed  profits  of  from  7 to  27  per 
cent  of  undistributed  adjusted  net  income. 

3.  Federal  capital  stock  tax;  $1.00  per  $1,000  of  declared  value  of  capital 
stock. 

4.  Federal  excess-profits  tax;  6 per  cent  of  such  portion  of  net  income  as  is 
in  excess  of  10  per  cent  and  not  in  excess  of  15  per  cent  of  declared 
value  of  capital  stock;  12  per  cent  of  such  portion  of  net  income  as  is 
in  excess  of  15  per  cent  of  declared  value  of  capital  stock. 

5.  California  state  franchise  tax;  4 per  cent  of  net  income. 

6.  Property  taxes  to  the  City  and  County  of  San  Francisco  (at  the  rate  of 
$3,784  per  $100  of  assessed  valuation  for  1936-37). 

Sales  of  water  for  the  year  ended  June  30,  1937,  exclusive  of  municipal 
departments,  increased  approximately  $275,000  over  those  for  the  preceding 
year.  A comparison  of  the  number  of  consumers’  accounts  follows: 

As  at  Juno  30 
1937  1936  1935 

86,293  84,191  82,739 

26.22S  25v911  25.6S6 

238  238  238 


Residential  

Commercial  

Docks  and  shipping. 


112,759  110,340  108,663 


Properties:  We  examined  the  supporting  documents  covering  the  prin- 
cipal additions  to  the  fixed  capital  accounts  for  the  year  ended  June  30,  1937, 
and  found  that  they  represented  proper  capital  charges.  The  recorded 
retirements  were  in  agreement  with  the  records  of  the  engineering  section 
of  the  Water  Department. 

The  properties  purchased  from  the  Spring  Valley  Water  Company  on 
March  3,  1930,  were  recorded  on  the  hooks  of  the  Water  Department  net 
of  accrued  depreciation. 

We  have,  therefore,  given  effect  in  the  accompanying  balance  sheet  to 
the  following  corrections  of  fixed  capital  in  service: 

Properties  in  service: 

Balance,  June  30,  1937,  per  books 146,747,226.68 

Add: 

Provision  for  depreciation  as  at  March  1,  1920,  based  on 
the  valuation  report  of  the  Railroad  Commission  and  the 
records  of  the  engineering  section  of  the  Water  Depart- 


ment   11,660,469.00 

Provision  for  depreciation  from  March  1,  1920,  to  March  3, 

1930,  which  had  been  deducted  from  the  assets 2,552,083.33 

$60,959,779.01 

Deduct,  correction  of  entries  recording  retirements 1,470,333.54 

Balance,  per  accompanying  balance  sheet $59,489,445.47 


The  provision  for  depreciation  recorded  on  the  books  since  March  1, 
1920,  is  considerably  less  than  the  amount  of  depreciation  accrued  as  shown 
by  the  statistical  records  maintained  by  the  engineering  section  of  the 
Water  Department.  For  the  purposes  of  this  report  we  have  made  the 
necessary  corrections  as  shown  in  the  following  statement  of  the  provision 
for  depreciation: 

Provision  for  depreciation: 

Balance,  June  30,  1937,  per  books $ 516,887.94 

Add: 

Provision  for  depreciation  as  at  March  1,  1920,  which  had 

not  been  recorded  on  the  books 

Provision  for  depreciation  from  March  1,  1920,  to  March  3, 

1930,  which  had  been  deducted  from  the  property  account 
Depreciation  accrued  from  March  1,  1920,  to  June  30,  1937, 
as  shown  by  the  statistical  records  maintained  by  the 
engineering  section  of  the  Water  Depart- 
ment   $9,550,766.00 

Provision  for  depreciation  charged  to 
operations  3,059,618.38 


Depreciation  not  recorded  on  the  books 6,491,147.62 

$21,220,587.89 

Deduct,  correction  of  entries  covering  retirements 1,860,440.27 

Balance,  as  per  accompanying  balance  sheet $19,360,147.62 


11,660,469.00 

2,552,083.33 
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In  this  connection,  Charter  Amendment  No.  11  was  adopted  at  an  elec- 
tion held  March  9,  1937,  wherein  Section  128  of  the  Charter  was  amended 
to  read  as  follows: 

“For  the  purpose  of  computing  net  income,  the  Public  Utilities 
Commission,  on  the  basis  of  an  appraisal  of  the  estimated  life  and 
the  then  current  depreciated  value  of  the  several  classes  of  property 
in  each  utility,  shall  determine  the  amount  of  reasonable  annual  de- 
preciation for  each  utility.  During  the  fiscal  year  1937-38  and  at  least 
every  five  years  thereafter,  the  Commission  shall  make  an  appraisal 
or  may  revise  the  last  preceding  appraisal  of  the  value  and  probable 
useful  life  of  each  of  the  several  classes  of  property  of  each  utility, 
and  shall,  on  the  basis  of  said  appraisal,  redetermine  the  amount  of 
the  reasonable  annual  depreciation  for  each  utility.” 

These  appraisals  are  now  in  progress. 

Cash:  A summary  of  the  cash  on  deposit  with  the  treasurer  follows: 


Bond  fund— 1933  $2,205,365.88 

Bond  redemption  fund — 1928  1,000,000.00 

Bond  interest  fund — 1928 792,742.50 

Bond  interest  fund — 1933  101,500.00 

Revenue  fund  732,196.13 

Reconstruction  and  replacement  fund 372,095.32 

Extension  reserve  fund  182,869.56 

Special  deposit  trust  fund 52,653.12 

Land  purchase  fund 35,193.59 

Palo  Alto  pipe  line  fund 260,627.53 


$5,735,243.63 


Cash  on  deposit  with  the  Treasurer  was  verified  by  the  Controller  in 
accordance  with  Section  66  of  the  Charter.  Our  review  of  the  working 
papers  prepared  by  the  Controller’s  audit  staff  indicated  that  such  verifi- 
cation had  been  properly  performed  and  that  the  Treasurer  had  complied 
with  Section  82  of  the  Charter,  which  regulates  the  receipt,  custody  and 
deposit  of  public  funds. 

The  revolving  fund  was  composed  as  follows: 

Bank  balances  $ 15,656.51 

Disbursements  pending  reimbursement,  including 
$475.00  for  which  the  Controller  has  refused  re- 
imbursement   11,593.49 

Change  funds  2,750.00 


$30,000.00 


Other  cash,  amounting  to  $17,166.78,  represented  collections  which  were 
deposited  in  the  Bank  of  America  on  July  1,  1937. 

Accounts  Receivable:  A summary  of  accounts  receivable  follows: 


Consumers’  accounts  $525,143.38 

Less,  allowance  for  losses 138,172.58 


$386,970.80 

Federal  grants  receivable 
Other  receivables: 

Rents  

Interest  

Miscellaneous  


24,804.75 


224,872.00 

.$  10,801.34 
6,490.07 
7,513.34 


$636,647.65 
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We  reviewed  the  consumers’  accounts  and  discussed  their  collectibility 
with  the  supervisor  of  customers’  accounts,  and  are  of  the  opinion  that  the 
provision  of  $138,172.58  for  losses  is  adequate. 

Federal  grants  receivable  consist  of  amounts  receivable  from  the  United 
States  Government  in  connection  with  expenditures  made  for  P.  W.  A. 
projects,  for  which  a bond  issue  of  $12,095,000  was  voted  at  an  election 
held  November  7,  1933.  The  United  States  Government  has  agreed  to  re- 
imburse the  City  and  County  of  San  Francisco  for  30  per  cent  of  the  cost 
of  labor  and  materials  employed  on  these  projects.  The  agreement  provides 
for  a maximum  grant  of  $2,245,000. 

Deferred  Charges:  A summary  of  the  deferred  charges  follows: 
Materials  and  supplies: 


City  division  $200,967.21 

Peninsula  division  54,803.75 

Alameda  division  49,053.92 


$304,824.88 


Work  in  progress 19,732.25 

Bond  expense  unamortized  13,391.98 

Other  deferred  charges  8,440.88 


$346,389.99 


We  made  a physical  inspection  of  the  materials  and  supplies  and  found 
substantial  quantities  of  practically  obsolete  items,  principally  pipe  and 
fittings  which  were  acquired  through  the  purchase  of  the  Spring  Valley 
Water  Company  properties,  and  which  are  now  carried  on  the  books  of  the 
Water  Department  at  original  cost. 

We  recommend  that  a general  survey  be  made  of  the  materials  and 
supplies  and  that  noncurrent  items  be  reduced  to  their  usable  or  scrap 
values. 


$42,986,000  $ 1,332,000  $ 1,563,000  $42,755,000 


The  1933  bonds  were  sold  on  a 2.47  per  cent  yield  basis,  in  accordance 
with  the  authorization  of  the  Board  of  Supervisors. 

Authorized  bonds  unissued  (1933' issue)  as  at  June  30,  1937,  amounted 
to  $810,000. 


Bond  Interest  Payable:  The  details  of  this  liability  are  shown  in  the 
following  summary: 


Total 

Due  July  1,  1937 $765,000.00 

Matured  coupons  not  presented 

for  payment  129,242.50 

Accrued,  not  due  29,183.33 


1928 

Issue 

$765,000.00 

27,742.50 


$101,500.00 

29,183.33 


$923,425.83  $792,742.50  $130,683.33 


The  foregoing  is  in  agreement  with  the  records  of  the  Controller. 
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Accounts  Payable:  A summary  follows: 


Contracts,  purchase  orders,  etc.: 

Contracts  $1,038,885.14 

Purchase  orders 83,977.07 

Service  orders  9,968.46 

Other  accounts  payable  14,352.14 


$1,147,182.81 

Consumers’  deposits  46,944.63 

Warrants  outstanding  74,778.86 


$1,268,906.30 


These  liabilities  were  verified  by  reference  to  the  supporting  documents 
and  by  comparison  with  the  records  of  the  Controller. 

Deferred  Credits:  A summary  follows: 


Bond  premium  unamortized  $741,357.70 

Compensation  insurance  reserve  15,000.00 

Other  deferred  credits  5,059.73 


$761,417.43 


Bond  premium  unamortized  represents  premium  received  from  water 
distribution  bonds  (1933)  which  were  sold  to  provide  funds  for  various 
P.  W.  A.  projects. 

Our  investigation  indicates  that  the  balance  of  $15,000.00  in  the  com- 
pensation insurance  reserve  is  adequate. 

General : Section  122  of  the  Charter  provides  that  the  Hetch  Hetchy 
project,  when  completed,  shall  be  merged  with  the  Water  Department.  We 
discussed  this  matter  with  the  City  Attorney  and  he  stated  that,  in  his 
opinion,  the  Hetch  Hetchy  project  had  not  been  completed  as  of  June  30, 
1937,  within  the  meaning  of  this  Charter  provision.  He  stated  that  his 
opinion  was  based,  in  part,  upon  the  fact  that  a contract  had  but  recently 
been  let  for  the  extension  of  the  Hetch  Hetchy  Dam,  but  principally  upon 
the  fact  that  this  project  now  has  a capacity  of  only  70  million  gallons  per 
day,  whereas  it  is  estimated  to  deliver  some  400  million  gallons  per  day 
when  developed  to  its  ultimate  capacity. 

We  also  inquired  of  the  City  Attorney  regarding  contingent  liabilities 
of  the  San  Francisco  Water  Department  by  reason  of  unsettled  lawsuits, 
and  he  stated  that  the  amount  so  involved  was  inconsequential. 

We  wish  to  express  our  appreciation  to  the  members  of  the  Water  De- 
partment accounting  staff  for  their  courtesy  and  cooperation. 

Very  truly  yours, 

LYBRAND,  ROSS  BROS.  & MONTGOMERY. 


SAN  FRANCISCO  WATER  DEPARTMENT 
BALANCE  SHEET,  JUNE  30,  1937 


. 19,36o!l47.G2 
$40,129,297.86 
. 11,304, 778.2S 


$51,434,076.13 


30,000.00 

17,166.78 


5,782,410.41 

.$  525.143.3S 


.$  78,534.27 

16,802.99 

95,337.26 


.$  304,824.88 

41,565.11 


346,389.99 


LIABILITIES:  J 


Due  December  1,  1937  to  July  1,  IS 


General  City  and  County... 


:d  for  payment  . . 129,242.60 


$42,765,000.00 


1.2C8, 906.30 


11,937,021.93 


$58,294,861.34 


$58,294,8G1.34 
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SAN  FRANCISCO  WATER  DEPARTMENT 
SURPLUS  ACCOUNT 
For  the  Year  Ended  June  30,  1937 

Balance,  June  30,  1936,  as  per  audit  report $10,881,953.09 

Add: 

Net  income,  details  annexed $ 2,585,392.59 

Grants  earned  on  Federal  public  works 
projects  429,762.30 

$ 3,015,154.89 


Deduct: 

Contribution  to  General  Fund,  of  which  $500,- 


000  was  unpaid  as  at  June  30,  1937 $ 1,407,984.00 

Contribution  to  Hetch  Hetchy  Water  Supply 
and  Power  Project  552,102.05 


$ 1,960,086.05 


Net  addition  to  surplus 1,055,068.84 

Balance,  June  30,  1937 $11,937,021.93 
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SAN  FRANCISCO  WATER  DEPARTMENT 
SURPLUS  ACCOUNT 
From  March  3,  1930,  to  June  30,  1937 


Initial  surplus,  March  3,  1930: 

Excess  earnings  of  Spring  Valley  Water  Com- 
pany from  1922  to  1930,  applied  as  a reduc- 
tion of  the  purchase  price,  in  accordance 
with  order  of  Railroad  Commission  of  the 

State  of  California  $ 4,152,652.24 

Valuation  placed  upon  Municipal  Water  Works  100,000.00 


$ 4,252,652.24 

Less,  additional  allowance  for  depreciation 
from  March  1,  1920,  to  March  3,  1930 2,327,916.67 


$ 1,924,735.57 

Additions: 

Net  profit  from  March  3,  1930,  to  June  30,  1937.$14, 652, 589.14 
Grants  earned  on  Federal  public  works  projects  2,245,000.00 
Salvage  value  of  Newark-San  Lorenzo  pipe  line 
transferred  from  Hetch  Hetchy  Water  Sup- 


ply project  323,723.34 

Labor  donated  by  Federal  Government  for 
construction  of  roof  for  Crystal  Springs 
aqueduct  20,091.00 


Total  additions  $17,241,403.48 


Deductions: 

Contributions  to  General  Fund,  of  which  $500,- 

000  was  unpaid  as  at  June  30,  1937 $ 6,020,812.00 

Contributions  to  Hetch  Hetchy  Water  Supply 

and  Power  project  1,065,184.05 

Lands  contributed  to  City  and  County  of  San 
Francisco  and  to  Joint  Highway  Commis- 
sion for  streets  and  boulevards 143,121.07 


.$  7,229,117.12 


10,012,286.36 

$11,937,021.93 


Total  deductions  

Net  addition  to  surplus. 
Balance,  June  30,  1937.. 
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SAN  FRANCISCO  WATER  DEPARTMENT 

COMPARATIVE  INCOME  ACCOUNT 
For  the  Years  Ended  June  30, 1937  and  1936 


SALES  OF  WATER: 


Year  Ended  June  30 
1937  1936 


San  Francisco  

Outside  San  Francisco 

Municipal  departments — actual  

Municipal  departments — comparison 


OPERATING  EXPENSES: 

Source  of  water  supply  U) 

Pumping  (i)  

Purification  CD  

Transmission  and  distribution  (l) . 

Commercial  expenses  (O  

Administrative  and  general U) .. . 
Provision  for  doubtful  accounts. 
Municipal  taxes— comparison  . . . 


Provision  for  depreciation 


PROFIT  FROM  OPERATIONS 


. OTHER  INCOME: 

Rentals,  including  crop  shares 

Sales  of  walnuts  

Interest  earned  

Miscellaneous  


OTHER  EXPENSES : 

Bond  interest — 1928  issue 
Bond  interest — 1933  issue 
Walnut  orchard  expenses 

Agricultural  division  

Miscellaneous  


NET  INCOME 


,$5,982,525.85 
363,134.04 
59,992.60 
. 421,262.39 


$5,756,974.61 

312,799.85 

58,879.34 

392,907.42 


$6,826,914.88 

$6,521,561.22 

.$  153,614.10 

$ 165,114.92 

. 161,488.62 

224,454.90 

58,791.70 

49,193.50 

. 316,638.62 

276,760.86 

. 335,738.48 

325,097.18 

. 456,972.47 

450,899.06 

31,841.96 

30,453.71 

. 421,262.39 

392,907.42 

$1,936,348.34 

$1,914,881.55 

. 745,766.00 

670,000.00 

$2,682,114.34 

$2,584,881.55 

.$4,144,800.54 

$3,936,679.67 

. $ 50,004.30 

$ 42,679.80 

27,379.64 

26,862.23 

10,809.50 

15,647.04 

29,161.45 

5,258.07 

$ 117,354.89 

$ 90,447.14 

. 113,637.42 

53,546.58 

15,452.04 

20,956.14 

15,225.90 

18,108.27 

2,447.48 

3,052.98 

$1,676,762.84 

$1,670,663.97 

.$2,585,392.59 

$2,356,462.84 

NOTE:  See  comments  on  page  59  regarding  taxes  which  would  have  to  be  paid  by 

the  San  Francisco  Water  Department  if  it  were  privately  owned  and  operated. 

(1)  Details  annexed. 


SAN  FRANCISCO  WATER  DEPARTMENT 
STATEMENT  OF  OPERATING  EXPENSES 
For  the  Years  Ended  June  30,  1937  and  1936 


Year  Ended  June  30 

SOURCE  OF  WATER  SUPPLY  EXPENSES:  1937  1936 

Superintendence  $ 22,314.72  $ 24,747.03 

Operating  labor 37,285.65  87,243.13 

Operating  supplies  and  expense 16,718.84  20,172.06 

Repairs — Buildings  and  fixtures  60,245.14  16,164.95 

Repairs — Surface  facilities  16,864.79  15,813.89 

Repairs — Ground  facilities  60.81  338.39 

Repairs — Miscellaneous  equipment  124.15  635.47 


$153,614.10  $165,114.92 


Year  Ended  June  30 

PUMPING  EXPENSES:  1937  1936 

Labor — Pumping  $ 38,507.09  $ 80,561.19 

Labor — Miscellaneous  4,418.17  3,794.04 

Fuel  for  steam  11,005.18  31,068.63 

Power  purchased  90,239.40  90,323.89 

Lubricants  57.93  329.64 

Miscellaneous  supplies  and  expense 2,598.62  2,463.53 

Repairs — Primary  pumping  equipment  6,784.52  8,359.50 

Repairs — Boilers  and  equipment 148.57  283.33 

Repairs — Miscellaneous  equipment  1,046.90  838.80 

Other  repairs  and  gardening 6,682.24  6,432.35 


$161,488.62  $224,454.90 


Year  Ended  June  30 

PURIFICATION  EXPENSES:  1937  1936 

Superintendence  $ 3,693.91  $ 3,124.08 

Labor  18,369.78  15,586.14 

Supplies  and  expense  31,410.68  25,493.31 

Repairs — Plants  and  structures  5,120.96  4,823.82 

Repairs — Roads  and  trails  196.37  166.15 


$ 58,791.70  $ 49,193.50 


Year  Ended  June  30 

TRANSMISSION  AND  DISTRIBUTION  EXPENSES:  1937  1936 

Superintendence  $ 30,908.88  $ 31,322.11 

Patrolling  storage  facilities  11,927.23  12,205.60 

Meters  and  fittings  department 83,791.48  70,191.32 

Street  department  15,488.13  13,234.34 

Consumers’  premises  expense 12,799.35  13,037.11 

Miscellaneous  supplies  and  expense 7,373.60  7,582.74 

Repairs — Transmission  mains  and  canals 26,037.72  21,016.87 

Repairs — Reservoirs,  tanks  and  standpipes 2,737.93  1,300.17 

Repairs — Distribution  mains  and  canals 56,239.04  40,619.62 

Repairs— Service  63,026.12  60,334.37 

Repairs— Distribution  buildings  6,27S.61  4,836.85 

Repairs — Distribution  equipment  1,030.53  1,079.76 


$316,638.62  $276,760.86 
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SAN  FRANCISCO  WATER  DEPARTMENT 

STATEMENT  OF  OPERATING  EXPENSES  (Continued) 
For  the  Years  Ended  June  30,  1937  and  1936 


COMMERCIAL  EXPENSES: 


,r  Ended  June  30 


Collections  

Reading  meters  

Bookkeeping  

General  

Inspection  and  service 
Shipping  


ADMINISTRATIVE  AND  GENERAL  EXPENSES: 

Salaries — General  officers  

Salaries — General  office  clerks 

Miscellaneous  supplies  and  expense 

Injuries  and  damages  

Relief  department  expense  

Mason  street  building  expense 

Telephone  service  

Guest  cottages  and  rest  room 

General  engineering  

Hydrography  

Miscellaneous  

Compensation  insurance  

Other  insurance  

Repairs — Mason  street  building 

Repairs — General  structures  

Repairs — Telephone  system  •. 

Professional  services  

Public  Utility  Commission  expense 

Property  taxes  (outside  San  Francisco) 


. .$110,112.43 

$107,293.41 

. . 33,621.49 

35,304.14 

..  99,556.36 

94,811.44 

..  31,652.69 

30,142.54 

. . 46,568.49 

43,363.53 

. . 14,227.02 

14,182.12 

$335,738.48 

$325,097.18 

Tear  Ende 

id  June  30 

1937 

1936 

..$  18,399.99 

$ 18,400.04 

. . 36,512.70 

37,782.14 

6,082.57 

5,827.28 

3,061.80 

532.58 

. . 38,843.82 

42,620.31 

. . 22,392.70 

21,410.13 

. . 15,469.80 

15,106.10 

2,010.14 

1,286.44 

29,072.55 

. . 2,669.32 

4,596.39 

5,064.34 

3,564.90 

. . 4,485.16 

4,315.70 

. . 5,659.01 

6,456.16 

6,143.47 

2,209.20 

3,857.97 

430.04 

. . 5,355.97 

5,733.74 

5,975.00 

6,439.25 

..  47,269.51 

45,468.10 

..  193,057.21 

199,648.01 

$456,972.47  $450,899.06 


Report  on  Examination  of  Accounts 


Hetch  Hetchy  Water  Supply 
and  Power  Project 

For  the  Fiscal  Year  Ended  June  30,  1937 


(Wherever  italics  appear  in  this  Report,  they  indicate  red  figures.) 
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John  F.  Forbes  & Company 

CERTIFIED  PUBLIC  ACCOUNTANTS 
Crocker  Building 
San  Francisco 


October  1,  1937. 

Honorable  Harold  J.  Boyd,  Controller,  City  and  County  of  San  Francisco, 

San  Francisco,  California. 

Dear  Sir:  We  have  made  an  examination  of  the  accounts  of  the  Hetch 

Hetchy  Water  Supply  and  Power  Project  for  the  year  ended  June  30,  1937, 
and  submit  the  following  exhibits  and  schedules: 

Exhibit 

A — Balance  Sheet,  June  30,  1937. 

B — Statement  of  Operations  of  the  Hetch  Hetchy  Water  Supply  Divi- 
sion for  the  Fiscal  Year  Ended  June  30,  1937. 

C — Statement  of  Operations  of  the  Hetch  Hetchy  Power  Division  for 
the  Fiscal  Year  Ended  June  30,  1937. 

Schedule 

1 —  Statement  of  Production  Expenses. 

2 —  Statement  of  Transmission  Expenses. 

3 —  Statement  of  Administrative  and  General  Expenses. 

In  addition  to  the  above,  we  present  the  following  comments: 

SCOPE  OF  EXAMINATION 

In  accordance  with  the  terms  of  the  engagement,  our  examination  was 
limited  to  the  verification  of  the  assets  and  liabilities  as  of  June  30,  1937, 
and  an  analytical  review  and  test  check  of  the  revenues  and  expenses  during 
the  year  ended  that  date.  In  connection  therewith,  we  made  a general 
review  of  the  accounting  methods,  and  examined  or  tested,  in  a manner  and 
to  the  extent  which  we  considered  appropriate  in  view  of  the  system  of 
internal  accounting  control,  the  accounting  records  of  the  project  and  other 
supporting  evidence.  Our  verification  of  the  property  accounts  was  limited 
to  a review  of  the  recorded  additions  and  retirements  during  the  year 
ended  June  30,  1937. 

Mr.  William  J.  Lynch,  expert  and  assistant  to  the  Grand  Jury,  participated 
in  the  examination. 

OPERATIONS  OF  THE  WATER  SUPPLY  DIVISION 

The  operations  of  this  division  are  financed  by  contributions  received 
from  taxes  as  well  as  from  the  Hetch  Hetchy  Power  Division  and  the  San 
Francisco  Water  Department.  These  contributions  have  been  credited  in 
the  accounts  to  “Contributed  Surplus.”  The  operations  are  detailed  on 
Exhibit  B of  this  report.  It  will  be  observed  that  the  operating  statement 
does  not  include  any  other  revenue  for  water  supplied  to  the  San  Francisco 
Water  Department  and,  further,  that  no  provision  has  been  made  for 
depreciation  of  fixed  capital  in  service.  In  regard  to  the  latter,  reference 
is  made  subsequently  in  this  report  to  an  appraisal  to  be  made  of  the  prop- 
erties of  the  Hetch  Hetchy  Project  for  the  purpose  of  establishing  adequate 
provision  for  depreciation. 
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The  bond  interest  shown  on  Exhibit  B includes  interest  on  bonds  allo- 
cated to  the  water  supply  division  on  the  basis  of  an  arbitrary  apportion- 
ment of  the  bonded  debt  made  as  of  June  30,  1926.  Any  change  in  this 
allocation  will  of  course  affect  the  interest  chargeable  to  the  operations 
of  both  the  water  supply  and  power  divisions. 

OPERATIONS  OF  THE  POWER  DIVISION 

Following  is  a condensed  summary  of  the  power  operations  for  the  fiscal 
year  ended  June  30,  1937 : 


Revenues : 

.Power  sales  $8,457,596.96 

Less  distribution  commission  6,153,343.84 


Remainder  $2,304,253.12 

Interest  earned,  rents,  meals,  etc 18,348.99 


Total  $2,322,602.11 


Expenses : 

Operating  expenses  excluding  depreciation $ 233,433.01 

Provision  for  depreciation  175,000.00 

Total  operating  expenses  $ 408,433.01 

Bond  interest  645,205.50 

Total  $1,053,638.51 

Net  income  transferred  to  surplus $1,268,963.60 


Section  64  of  the  City  Charter  provides,  in  part,  that  the  Public  Utilities 
Commission  shall  maintain  accounts  for  each  utility  in  such  a manner  as 
to  exhibit  estimates  of  the  amounts  of  taxes  that  would  be  chargeable 
against  such  property  and  the  revenues  thereof  if  privately  owned  and 
operated.  During  the  year  under  review,  county  and  irrigation  district 
taxes  aggregating  $4,466.88  were  actually  paid  by  the  Hetch  Hetchy  Power 
Division.  Additional  taxes  that  would  have  been  payable  commencing 
January  1,  1936,  if  the  Power  Division  were  privately  owned  and  operated, 
are  listed  below: 

1.  Federal  income  tax;  normal  tax  of  from  8 to  15  per  cent  of  net  income. 

2.  Federal  income  tax;  surtax  on  undistributed  profits  of  from  7 to  27  per 
cent  of  undistributed  adjusted  net  income. 

3.  Federal  capital  stock  tax;  $1.00  per  $1,000.00  of  declared  value  of  capital 
stock. 

4.  Federal  excess  profits  tax;  6 per  cent  of  such  portion  of  net  income  as  is 
in  excess  of  10  per  cent  and  not  in  excess  of  15  per  cent  of  declared 
value  of  capital  stock;  12  per  cent  of  such  portion  of  net  income  as  is  in 
excess  of  15  per  cent  of  declared  value  of  capital  stock. 

5.  California  state  franchise  tax;  4 per  cent  of  net  income. 

6.  Federal  and  State  unemployment  insurance  and  Federal  old-age  benefits 
payroll  taxes.  In  this  connection,  however,  it  should  be  noted  that  the 
amount  paid  by  this  utility  for  the  retirement  benefits  of  its  employees 
is  greater  than  the  taxes  that  would  be  assessable  against  a private 
utility  under  the  Federal  Social  Security  and  State  Unemployment  In- 
surance Acts. 

The  bond  interest  charged  to  the  Power  Division  is  based  on  the  arbitrary 
apportionment  of  the  bonded  indebtedness  made  as  of  June  30,  1926,  to 
which  reference  has  previously  been  made  in  this  report. 
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The  following  comments  relate  to  assets  and  liabilities  appearing  on 
Exhibit  A of  this  report: 

PROPERTIES — $105,171,820.97 

As  previously  mentioned  herein,  our  verification  of  the  property  accounts 
was  limited  to  a review  of  the  recorded  additions  and  retirements  during 
the  year  ended  June  30,  1937. 

Following  is  a condensed  summary  of  the  property  accounts: 

Balance,  June  30,  1926: 

From  1909-10  funds: 

Total  Water  Power 

Specific  allocations  $ 13,949,370.59  $ 6,440,815.63  $ 7,508,554.96 

Allocated  on  50-50%  basis. . . 28,736,560.57  14,368,280.28  14,368,280.29 


Total  (water  approximate- 
ly 49%,  power  51%)....?  42,685,931.16  ? 20,809,095.91  $21,876,835.25 
Interest,  bond  discount,  and 

expenses  allocated  6, 400, 997.14  2,901,308.54  3,499,688.60 

Total  $ 49,086,928.30  ? 23,710,404.45  $25,376,523.85 

From  1925  funds  1,604,877.08  1,604,877.08  

From  power  revenues  11,823.45  11,823.45 

Total  $ 50, 703', 628.83  $ 25,315,281.53  $25,388,347.30 


Net  additions  to  June  30,  1936: 

To  classes  of  property  which 
were  allocated  as  of  June  30, 

1926,  on  a 50-50%  basis  ap- 
proximately   $ 2,160,000.00  $ 1,720,000.00  $ 440,000.00 

To  other  classes  of  property. . . 51,362,733.39  51,082,684.76  280,048.63 

Total  $ 53,522,733.39  $ 52,802,684.76  $ 720,048.63 

Balance,  June  30,  1936 $104,226,362.22  $ 78,117,966.29  $26,108,395.93 


Net  additions  during  year  ended 
June  30,  1937: 

Additions  $ 2,693,823.45  $ 2,546,268.53  $ 147,554.92 

Retirements  121,165.41  6,927.35  114,238.06 

Net  additions  $ 2,572,658.04  $ 2,539,341.18  $ 33,316.86 


Balance,  June  30,  1937: 

Fixed  capital  in  service $103,166,993.52  $ 77,025,280.73  $26,141,712.79 

Fixed  capital  under  construc- 
tion   3,632,026.74  3,632,026.74  


Total 


$106,799,020.26  $ 80,657,307.47  $26,141,712.79 
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Section  122  of  the  Charter  provides  that  the  Hetch  Hetchy  Project,  when 
completed,  shall  be  merged  with  the  Water  Department.  In  view  of  this 
provision  and  the  fact  that  the  flow  of  water  from  Hetch  Hetchy  commenced 
in  October,  1934,  we  requested  an  opinion  from  the  City  Attorney  as  to 
whether  or  not  the  project  was  completed  as  of  June  30,  1937,  within  the 
meaning  of  the  Charter.  In  his  reply,  the  City  Attorney  has  stated  that, 
in  his  opinion,  the  project  is  far  from  completion.  Section  9 of  the  Raker 
Act  provides  that  the  cost  of  water  and  power  sold  under  certain  conditions 
must  be  computed  in  accordance  with  the  currently  accepted  practice  of 
public  cost  accounting  as  determined  by  the  Secretary  of  the  Interior.  The 
allocations  of  expenditures  indicated  above  are,  therefore,  subject  to  adjust- 
ment in  order  to  establish  proper  accounting  procedure  within  the  meaning 
of  the  Charter  and  the  Raker  Act. 

The  additions  to  property  accounts  during  the  year  consist  chiefly  of 
expenditures  on  the  enlargement  of  the  dam  which  aggregated  $2,405,432.69, 
including  interest  on  bonds  amounting  to  $110,965.00. 

Reserve  for  Depreciation — $1,627,199.29 

The  reserve  for  depreciation  applies  only  to  such  properties  as  are  con- 
sidered strictly  power  division  items,  such  as  power  houses  and  equipment, 
transmission  lines,  transformers,  etc.,  of  a cost  value  of  approximately 
$7,000,000.00.  Following  is  an  analysis  of  the  reserve  account  showing  the 
changes  therein  during  the  year  ended  June  30,  1937: 


Balance,  June  30,  1936 $1,564,852.83 

Add  provision  for  the  year 175,000.00 


Total  $1,739,852.83 

Deduct: 

Plant  retirements  $114,238.06 

Less  salvage  2,888.94 


Remainder  $111,349.12 

Adjustment  of  prior  year’s  retirements...  1,304.42  112,653.54 


Balance,  June  30,  1937. 


$1,627,199.29 


The  Board  of  Supervisors  appropriated  $40,000.00  for  reconstruction  and 
replacement  expenditures  of  the  power  division  during  the  year  under 
review,  and  this  amount  was  transferred  from  the  operating  fund  to  the 
depreciation  fund.  The  balance  in  the  latter  fund  at  June  30,  1937,  was 
$233,460.97,  composed  of  the  following: 


Cash  on  deposit  with  Treasurer $ 91,764.45 

Amount  due  from  Hetch  Hetchy  1933  Dam  fund 141,696.52 


Total 


$233,460.97 
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In  accordance  with  the  requirements  of  Section  128  of  the  City  Charter, 
as  amended  on  March  9,  1937,  an  appropriation  has  been  included  in  the 
annual  appropriation  ordinance  for  the  fiscal  year  1937-1938,  to  cover  the 
cost  of  an  appraisal  of  the  properties  of  the  Hetch  Hetchy  Project  for  the 
purpose  of  determining  the  reasonable  depreciation  to  be  charged  against 
the  operations  of  the  water  supply  and  power  divisions. 

Under  Section  128-1  of  the  Charter,  which  was  approved  at  the  same  time 
as  the  amendments  to  Section  128  referred  to  above,  the  Public  Utilities 
Commission  is  required  to  provide  sufficient  funds  for  reconstruction  and 
replacements  due  to  physical  and  functional  depreciation  of  each  of  the  utili- 
ties under  the  jurisdiction  of  the  Commission,  in  accordance  with  established 
practice  for  utilities  of  similar  character. 


CASH 

On  Deposit  With  Treasurer — $4,083,894.00 

The  cash  on  deposit  with  the  treasurer  as  of  June  30,  1937,  was  verified 
by  the  auditing  staff  of  the  controller’s  office.  The  following  is  a reconcilia- 
tion of  the  fund  balances  as  shown  in  the  report  on  such  verification  with 
those  appearing  on  the  records  of  the  Hetch  Hetchy  Project: 

Per  treasurer’s  records:  Total  Water  Power 

Construction  funds  $1,405,521.73 

Bond  redemption  funds  1,010,000.00 

Bond  interest  funds 1,538,881.34 

Operating  funds  33,726.48 

Depreciation  fund  91,764.45 

Add  temporary  loan  from  the  San 
Francisco  Water  Department  to 
Hetch  Hetchy  Water  Supply  oper- 
ating fund  made  by  controller  as  of 


June  30,  1937,  but  not  recorded  by 

treasurer  at  that  date 4,000.00  4,000.00  

Total,  per  Exhibit  A $4,083,894.00  $3,970,651.96  $113,242.04 


$1,405,521.73  

1,010,000.00  

1,538,881.34  

12,248.89  $ 21,477.59 

91,764.45 


Other— $9,399.94 

The  composition  of  the  above  amount  is  as  follows: 


Revolving  funds: 

Bank  balances  (verified  by  certifications  ob- 


tained from  the  depositaries) $5,617.88 

Cash  fund  at  city  office  (verified  by  count) . 400.00 

Reimbursements  in  transit,  offset  by  liabili- 
ties included  in  accounts  payable 1,982.12 


Water  Power 

$3,155.22  $2,462.66 

400.00  

1,444.78  537.34 


Total,  per  books 


.$8, .000.00  $5,000.00  $3,000.00 


American  Trust  Company,  Tracy,  unclaimed 
pay-roll  check  account  (verified  by  certifica- 
tion obtained  from  the  depositary) 880.93  880.93  

Pay-roll  deductions  in  transit  (deposited  in 

July,  1937)  519.01  519.01 


Total 


$9,399.94 


$3,519.01 


78 


ACCOUNTS  RECEIVABLE 

Federal  Grants  Receivable — $406,214.48 

This  account  represents  earned  but  uncollected  balances  of  Federal  Public 
Works  Administration  grants  in  connection  with  construction,  as  detailed 
below: 


Total 

Hetch  Hetchy 
Docket  1429 

Moccasin 
Diversion 
Works 
Docket  1130 

Balance,  June  30,  1936 

. . . .$122,826.35 

$121,226.35 

$ 1,600.00 

Add  grants  earned  during  the  year,  ■ 
ited  to  surplus  

cred- 

....  710,747.49 

678,247.49 

32,500.00 

Total  

. . . .$833,573.84 

$799,473.84 

$ 34,100.00 

Deduct  settlements  received  during 
year  

the 

427,359.36 

427,359.36 

$372,114.48 

Balance,  June  30,  1937 

. . . .$406,214.48 

$ 34,100.00 

Other— $201,852.41 

The  accounts  receivable  grouped  under  this  caption  are  as  follows: 


Pacific  Gas  and  Electric  Company  for  TotaI 
power  sales  from  the  Moccasin  and 
Early  Intake  power  houses,  for  the 

month  of  June,  1937 $195,445.77 

Miscellaneous  accounts  for  electric  en- 
ergy, water,  etc 4,473.79 

Interest  earned  on  Hetch  Hetchy  Dam 
funds  for  the  three  months  ended  June 
30,  1937  1,932.85 


Total  $201,852.41 


Water  Power 

$195,445.77 

$ 307.68  4,166.11 

1,932.85  

$ 2,240.53  $199,611.88 


With  the  exception  of  balances  aggregating  $3,104.46,  all  the  above  accounts 
had  been  collected  at  the  time  of  our  examination. 


INTERFUND  ACCOUNTS— PUBLIC  SERVICE 
ENTERPRISES — $39,720.89 


The  composition  of  the  above  amount  is  as  follows : 

San  Francisco  Airport — 

For  engineering  expenditures,  stated  to  be  refundable $15,766.85 

San  Francisco  Water  Department 23,954.04 

Total  $39,720.89 
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DEFERRED  CHARGES 
Property  Valuation  Expense — $392,006.43 

This  account  represents  expenditures  incurred  prior  to  June  30,  1929,  in 
connection  with  the  proposed  purchase  of  the  distribution  systems  of  the 
Pacific  Gas  and  Electric  Company  and  the  Great  Western  Power  Company. 

Materials  and  Supplies — $21,553.69 

The  amount  represents  book  inventories.  Physical  inventories  of  mate- 
rials and  supplies  were  taken  as  of  May  31,  1937,  and  the  ledger  accounts 
adjusted  to  agree  therewith. 

Prepaid  Rent,  etc. — $33,360.35 

The  composition  of  this  amount  is  as  follows: 

Total 

One-half  of  $20,000.00  paid  to  the  United 
States  Government  for  water  rights  for 

the  calendar  year  1937 $10,000.00 

Work  in  progress 10,788.85 

Cost  of  preliminary  investigation  and  sur- 
veys incident  to: 

Proposed  extension  of  transmission  line 

from  Newark  to  San  Francisco 2,210.96 

Proposed  construction  of  power  plant  at 

Red  Mountain  Bar. 554.52 

Distribution  of  power  by  the  City  and 

County  of  San  Francisco 9,354.18 

Miscellaneous  451.84 


Total  ,..$33,360.35 


Water  Power 

$10,000.00  

10,788.85  

$ 2,210.96 

554.52 

9,354.18 

437.60  14.24 

$21,226.45  $12,133.90 


BONDED  DEBT— $69,485,000.00' 


The  changes  in  the  bonded  debt  during  the  year  under  review  are  indi- 
cated in  the  following  summary: 


Outstanding, 
June  30,  1936 


s D 


uring  Year 
Redeemed 


June  30,  1937 


July  1,  1910— 4y2%..  $29, 016, 000.00 
January  1,  1925—5%.  8,250,000.00 

July  1,  1928—41/2%..  24,000,000.00 
June  1,  1932: 


5%%  4,325,000.00 

5%  1,234,000.00 

41/2%  143,000.00 

4%  260,000.00 

3%  194,000.00 

2%%  


December  1,  1933—4%  3,150,000.00 


$1,006,000.00  $28,010,000.00 


250,000.00  8,000,000.00 

24,000,000.00 

4,325,000.00 

1,234,000.00 

143,000.00 

$ 20,000.00  280,000.00 

194,000.00 

324,000.00  324,000.00 

175,000.00  2,975,000.00 


Total 


,$70,572,000.00  $344,000.00  $1,431,000.00 


$69,485,000.00 


The  proceeds  from  the  bonds  sold  during  the  year  were  as  follows: 

Accrued 

Resolution  Interest  to  Date  Total 

Number  Issue  Face  Value  Premium  of  Delivery  Proceeds 

2728  June  1,  1932,  4%....$  20,000.00* 

2728  June  1,  1932,  2%%..  324,000.005 


$21.00  $2,130.79  $346,151.79 


The  July  1,  1910,  issue  of  bonds  outstanding  as  of  June  30,  1926,  aggre- 
gating $39,000,000.00,  was  allocated  to  the  Water  and  Power  Divisions  on 
the  basis  shown  below,  in  line  with  the  allocation  of  construction  expendi- 
tures from  the  1909-10  funds  to  that  date: 

Water  Division  48.79%  $19,029,000.00 

Power  Division  51.21%  19,971,000.00 


Total  100.00%  $39,000,000.00 


3 July  1,  1910,  1 

bond  account  to 

June  30,  1937 : 

Total 

Water 

Power 

.$39,000,000.00 

$19,029,000.00 

$19,971,000.00 

” 11,000,000.00 

5,366,900.00 

5,633,100.00 

.$28,000,000.00 

$13,662,100.00 

$14,337,900.00 

10,000.00 

10,000.00 

.$28,010,000.00 

r 

$13,672,100.00 

$14,337,900.00 

>- 

L 

512,100.00 

512,100.00 

.$28,010,000.00 

$14,184,200.00 

$13,825,800.00 

Deduct  redemptions  at  the  rate 


Bonds  maturing  July  1,  1937,  lia- 
bility transferred  to  the  Water 
Division,  since  cash  for  redemp- 
tion was  paid  to  that  division 
by  the  Power  Division 


The  bonds  authorized  in  connection  with  the  Hetch  Hetchy  Water  Supply 
and  Power  Project,  together  with  those  sold,  redeemed,  and  outstanding  as 
of  June  30,  1937,  are  summarized  as  follows: 

Outstanding, 

Issue  Authorized  Sold  Redeemed  June  30,  1937 

January  1, 1909, 

4 %%  $ 600,000.00 

July  1,  1910,  iYs%  45,000,000.00 
January  1,1925,5%  10,000,000.00 
July  1,  1928,  4%%  24,000,000.00 
June  1,  1932, 

(see  below*)..  6,500,000.00 
December  1,  1933, 

4%  3,500,000.00 


$ 600,000.00 

45.000. 000.00 

10.000. 000.00 
24,000,000.00 

6.500.000. 00 

3.500.000. 00 


6,500,000.00 

000.00  2,975,000.00 

Total  ...$89,600,000.00  $89,600,000.00  $20,115,000.00  $69,485,000.00 


*The  bonds  of  this  issue  sold  to  June  30,  1937,  bear 


5%% 
5%  . 

■1  V< 


2%% 


the  following  interest  rates : 

$4,325,000.00 

1,234,000.00 

143,000.00 

280,000.00 

194,000.00 

324,000.00 


Total 


$6,500,000.00 
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BOND  INTEREST— $1,575,081.87 

The  composition  of  this  liability  is  as  follows: 


July  1,  1910,  4%% $ 647,932.50 

January  1,  1925,  5% 203,875.00 

July  1,  1928,  4y2% 553,095.00 

June  1,  1932: 

5%% 


$ 630,000.00  $ 17,932.50 


5%  . 


December  1,  1933,  4%... 


86,187.71 

15,066.67 

806,25 

2,653.33 

1,400.00 

2,928.75 

61,136.66 


65,463.75 

9.925.00 

270.00 

1.720.00 

915.00 
2,186.25 

51,220.00 


$20,723.96 

5,141.67 

536.25 

933.33 

485.00 

742.50 

9,916.66 


Total  $1,575,081.87  $1,370,000.00  $166,602.50  $38,479.37 


CONTRACTS,  PURCHASE  ORDERS,  ETC.— $998,694.26 


These  liabilities,  which  are  in  agreement  with  the  controller’s  records,  are 
as  follows: 


Contracts 

Purchase  orders 
Miscellaneous  . . 


Total 

$929,317.87 

60,808.89 

8,567.50 


Water 

$917,909.68 

47,002.96 

8,214.50 


Power 

$11,408.19 

13,805.93 

353.00 


Total 


,$998,694.26  $973,127.14  $25,567.12 


WARRANTS  OUTSTANDING— $34,422.74 

Following  is  a summary  of  the  warrants  outstanding  as  of  June  30,  1937, 
which  were  verified  by  comparison  with  the  records  maintained  in  the  con- 
troller’s office: 


Punds  on  Which  Drawn  Amount 

Water  Supply: 

Construction  funds  $12,681.95 

Operating  fund  15,826.54 

Power  Division — Operating  fund 5,914.25 


Total  $34,422.74 
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DEFERRED  CREDITS 
Bond  Premium  Unamortized — $197,338.75 

The  above  amount  represents  the  premium  received  on  sale  of  Hetch 
Hetchy  Dam  1933  bonds  of  a face  value  of  $3,325,000.00,  which,  in  accordance 
with  instructions  of  the  Federal  Public  Works  Administration,  will  not  be 
amortized  until  completion  of  the  project. 

Miscellaneous — $9,273.66 

The  composition  of  the  above  amount  is  as  follows: 


Reserve  for  compensation  insurance $3,389.73 

Reserve  for  vacation  costs  5,867.14 

Miscellaneous 16.79 


Total  $9,273.66 


SURPLUS— $38,548,072.46 

Following  is  an  analysis  of  the  surplus  accounts  for  the  year  under 
review : 


Balance,  June  30,  1936 $36,862,915.89 

Add: 

Contributions  from  taxes  for  bond  interest  and  redemption. . 1,687,787.71 

Contributions  from  San  Francisco  Water  Department: 

For  bond  interest  and  redemption 447,025.00 

For  current  expenses  105,077.05 

Grants  earned  on  Federal  public  works  projects 710,747.49 

Net  income  from  operations  of  the  Power  Division  per 

Exhibit  C 1,268,963.60 


Total  $41,082,516.74 


Deduct: 

Net  cost  of  operations  of  the  Water  Supply  Division,  per 

Exhibit  B $ 2,521,185.12 

Interest  earned  on  bank  balances  retained  in  General  Fund, 

credited  to  income  7,641.81 

Plant  retirements,  less  salvage  5,617.35 


Total  $ 2,534,444.28 


Balance,  June  30,  1937  $38,548,072.46 


CONTINGENT  LIABILITIES 

We  requested  information  from  the  City  Attorney’s  office  as  to  contingent 
liabilities  existing  by  reason  of  pending  litigation  and  were  informed  that 
approximately  sixty-five  riparian  lawsuits  are  pending  in  Stanislaus.  San 
Joaquin,  and  Tuolumne  Counties.  Many  claims  are  on  file  for  the  drying  up 
of  springs  along  the  pipe  line  right-of-way,  and  a number  of  damage  suits 
are  pending  for  various  types  of  torts.  Also,  a patent  suit  is  pending  in  con- 
nection with  the  raising  of  the  O'Shaughnessy  Dam.  The  liability  involved 
in  these  suits  will  remain  indefinite  as  to  amount  until  they  have  been 
adjudicated. 

Yours  truly, 

JOHN  F.  FORBES  & COMPANY. 
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EXHIBIT  “B” 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 
WATER  SUPPLY  DIVISION 
STATEMENT  OF  OPERATIONS 
For  the  Fiscal  Year  Ended  June  30,  1937 


EXPENSES: 

Plant  operating  expenses : 

Salaries  and  wages.... $19,896.27 

Contributions  to  Retirement  System 953.90 

Traveling  68.66 

Operating  supplies  1,041.47 

Rent  2,090.00 

Miscellaneous  163.42 


Total  $ 24,213.72 

Repairs  and  maintenance: 

Buildings  and  structures  $ 4,589.31 

Reservoirs,  dams  and  intakes 407.00 

Waterways  302.70 

Pipelines  3,859.31 

Aqueduct  tunnels  2,885.77 

Roads  and  trails  8,927.72 

Automotive  transportation  equipment  3,117.01 

Miscellaneous  equipment  1,003.86 

Hydrography  3,924.05i 

Miscellaneous  3,602.53 


Total  32,619.26 

Administrative  and  general  expenses: 

Salaries  and  wages  $13,388.94 

Contributions  to  Retirement  System  436.86 

Services  of  other  departments  8,541.13 

Professional  services  1,825.00 

Stationery,  office  supplies  and  postage 631.53 

Telephone  and  telegraph  342.77 

Traveling  651.22 

Injuries  and  damages  407.95 

Automobile  insurance  premiums  685.47 

County  and  irrigation  district  taxes 1,542.31 


Total  28,453.18 

BOND  INTEREST 2,440,488.99 

COST  OF  PRINTING  BONDS 549.73 


Total  $2,526,324.88 

NON-OPERATING  INCOME: 

Rents  received  $ 2,704.09 

Interest  earned  2,303.05 

Miscellaneous  132.62 


Total  5,139.76 


NET  COST  OF  OPERATIONS $2,521,185.12 
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EXHIBIT  “C” 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 
HETCH  HETCHY  POWER  DIVISION 
STATEMENT  OF  OPERATIONS 
For  the  Fiscal  Year  Ended  June  30,  1937 

REVENUES: 

Power  sales: 

Moccasin  power  house: 

Through  Pacific  Gas  and 

Electric  Company $8,366,850.01 

Less  distribution  commis- 
sion   6,153,343.84 

Remainder  $2,213,506.17 

Miscellaneous 892.18 


Total $2,214,398.35 

Early  Intake  power  house: 

Pacific  Gas  and  Electric 

Company  $ 54,889.33 

General  consumers  34,965.44 

Total  89,854.77 

Other  revenues : 

Interest  earned  $ 5,361.27 

Rents 5,332.85 

Meals  6,535.00 

Sale  of  water 807.04 

Miscellaneous  312.83 


Total  18,348.99 

Total  $2,322,602.11 

EXPENSES: 

Operating  expenses,  exclusive  of  depreciation: 

Production  (Schedule  1) $ 158,800.89 

Transmission  (Schedule  2) 26,091.36 

Administrative  and  general  (Schedule  3) . . 48,540.76 

Total  $ 233,433.01 

Provision  for  depreciation  (see  notation) 175,000.00 

Total  operating  expenses . . $ 408,433.01 

Bond  interest 645,205.50 


Total  1,053,638.51 

NET  INCOME  TRANSFERRED  TO  SURPLUS $1,268,963.60 
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EXHIBIT  "C”— SCHEDULE  1 


HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 
HETCH  HETCHY  POWER  DIVISION 

STATEMENT  OF  PRODUCTION  EXPENSES 
For  the  Fiscal  Year  Ended  June  30,  1937 


OPERATION: 

Superintendence $ 13,735.82 

Hydraulic  labor  11,391.14 

Station  labor  44,543.76 

Miscellaneous  labor  9,690.45 

Supplies  and  expenses  16,066.99 

Contributions  to  Retirement  System  3,044.04 


Total  $ 98,472.20 

MAINTENANCE: 

Structures $ 16,720.10 

Reservoirs,  dams,  and  intakes  3,663.03 

Waterways 2,724.28 

Forebays,  penstocks,  and  tailraces  487.71 

Roads  and  trails  6,646.98 

Hydraulic  power  plant  equipment 1,308.48 

Miscellaneous  power  plant  equipment 4,616.32 


Total  36,166.90 

MISCELLANEOUS : 

Rent $ 18,000.00 

Communication  System  5,703.33 

Fire  fighting  and  patrol 22.47 

Hydrography 435.99 


Total  24,161.79 


Total  $158,800.89 
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EXHIBIT  “C”— SCHEDULE  2 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 
HETCH  HETCHY  POWER  DIVISION 

STATEMENT  OF  TRANSMISSION  EXPENSES 
For  the  Fiscal  Year  Ended  June  30,  1937 

OPERATION: 

Superintendence $ 3,640.14 

Substation  supplies  and  expenses  20.05 

Transmission  line  labor  8,759.68 

Transmission  line  supplies  and  expenses 1,553.77 

Contributions  to  Retirement  System 452.08 


Total  $ 14,425.72 

MAINTENANCE: 

Transmission  structures $ 1.94 

Substation  equipment  1,967.37 

Towers  and  fixtures  442.05 

Tower  line  conductors  1,101.44 

Poles  and  fixtures  4,524.14 

Pole  line  conductors  1,198.56 

Roads  and  trails 706.37 

Miscellaneous 1,693.77 


Total  11,635.64 

MISCELLANEOUS — Transmission  Rents  30.00 


Total  $ 26,091.36 


EXHIBIT  “C”— SCHEDULE  3 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 
HETCH  HETCHY  POWER  DIVISION 

STATEMENT  OF  ADMINISTRATIVE  AND  GENERAL  EXPENSES 
For  the  Fiscal  Year  Ended  June  30,  1937 

Salaries  and  wages $ 9,941.45 

Contributions  to  Retirement  System  502.37 

Services  of  other  departments  25,680.66 

Professional  services  2,815.74 

Stationery,  office  supplies,  and  postage 289.66 

Telephone  and  telegraph  145.39 

Traveling 66.18 

Injuries  and  damages  467.22 

Automobile  insurance  premiums  1,025.87 

Maintenance  of  automotive  equipment  2,902.47 

County  and  irrigation  district  taxes  4,466.88 

Miscellaneous  236.87 


Total 


$ 48,540.76 


Report  on  Examination  of  Accounts 


Municipal  Railway  of 
San  Francisco 

For  the  Fiscal  Year  Ended  June  30,  1937 


(Wherever  italics  appear  in  this  Report,  they  indicate  red  figures.) 
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Haskins  & Sells 

CERTIFIED  PUBLIC  ACCOUNTANTS 
Alexander  Building,  155  Montgomery  Street 
San  Francisco 


October  5,  1937. 

Honorable  Harold  J.  Boyd,  Controller,  City  and  County  of  San  Francisco, 
San  Francisco,  California. 

Dear  Sir: 

In  accordance  with  your  instructions,  issued  under  the  powers  delegated 
to  you  by  Ordinance  No.  9.0621,  approved  by  the  Board  of  Supervisors  on 
October  9,  1933,  we  have  made  an  examination  of  the  balance  sheet  of  the 
Municipal  Railway  of  San  Francisco,  a utility  under  the  jurisdiction  of  the 
Public  Utilities  Commission,  as  of  June  30,  1937,  and  of  the  related  state- 
ments of  income  and  surplus  for  the  year  ended  that  date.  In  connection 
therewith,  we  made  a review  of  the  accounting  methods  and  examined  or 
tested  accounting  records  of  the  Railway  and  other  supporting  evidence  in  a 
manner  and  to  the  extent  which  we  considered  appropriate  in  view  of  the 
system  of  internal  accounting  control. 

The  expert  to  the  Grand  Jury  participated  in  the  examination. 

We  present  our  report,  consisting  of  the  following: 

Balance  Sheet,  June  30,  1937  (Exhibit  A). 

Statement  of  Surplus  for  the  Year  Ended  June  30,  1937  (Exhibit  B). 

Statement  of  Income  for  the  Years  Ended  June  30,  1937  and  1936  (Ex- 
hibit C). 

Summary  of  Fixed  Capital  for  the  Year  Ended  June  30,  1937  (Schedule  1). 

Summary  of  Reserves  for  Depreciation,  June  30,  1937  (Schedule  2). 

Provision  for  Depreciation  for  the  Year  Ended  June  30,  1937  (Schedule  3). 

Our  comments  and  certificate  as  below. 


The  accompanying  statements  give  effect  to  adjustments,  not  recorded 
in  the  Railway’s  general  accounts,  with  respect  to  the  reserve  for  damage 
claims,  which  we  have  increased  $71,203.12,  and  the  reserves  for  depreciation, 
which  we  have  increased  $772,633.43,  the  latter  adjustment  being  sum- 
marized as  follows: 


Fiscal  Year  Ended 
June  30 

1934  $ 

1935  

1936  


Provision  pS=ts 

287,000.59  $ 52,606.00 

287,052.06  100,000.00 

278,543.66  100,000.00 


ST 

$ 234,394.59 
187,052.06 
178,543.66 


Total  $ 852,596.31  $ 252,606.00  $ 599,990.31 

1937  272,643.12  100,000.00  172,643.12 


Total 


$1,125,239.43  $ 352,606.00  $ 772,633.43 
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The  adjusted  provisions  for  depreciation  for  the  fiscal  years  ended 
June  30,  1934  and  1935,  are  on  the  basis  of  3%  of  the  cost  of  road  and 
equipment,  which  was  used  by  the  Railway  from  May  1,  1926,  to  June 
30,  1933.  The  adjusted  provisions  for  the  fiscal  years  ended  June  30,  1936 
and  1937,  are  computed  on  the  basis  of  recommendations  of  Mr.  Paul  J.  Ost, 
chief  electrical  engineer  of  utilities,  and  Mr.  Prank  J.  Sheehan,  engineer 
of  maintenance  of  way  of  the  Municipal  Railway,  made  in  connection  with 
the  examination  of  the  Railway’s  accounts  for  the  year  ended  June  30, 
1936,  by  other  certified  public  accountants. 

These  adjustments  have  the  effect  of  reducing  the  recorded  operating 
income  of  the  Railway  of  $179,729.19  per  the  accounts  for  the  year  ended 
June  30,  1937,  to  $7,086.07  before  consideration  of  “comparative  charges”  of 
approximately  $100,000  carried  in  the  accounts  and  the  statements  in  memo- 
randum form  only.  Further  explanation  of  the  adjustments  is  made  in 
the  following  comments  on  the  balance  sheet. 


BALANCE  SHEET  COMMENTS 
Fixed  Capital— $9,958,987.94 

Changes  in  the  fixed  capital  accounts  during  the  year  ended  June  30, 
1937,  are  summarized  as  follows: 


Balance,  June  30,  1936 $9,894,247.74 

Gross  additions: 

Replacements  $151,471.85 

Preliminary  engineering  surveys  in  connection 
with  rapid  transit  plans  under  consideration..  4,901.80 
Other  additions  36,314.88  192,688.53 


Total  

Less  estimated  cost  of: 
Property  replaced  . . 
Property  retired 


$10,086,936.27 

$124,216.00 

3,732.33  127,948.33 


Balance,  June  30,  1937, 


$9,958,987.94 


The  accompanying  Schedule  1 shows  the  changes  for  the  year  segregated 
between  the  primary  accounts,  which  are  kept  in  accordance  with  the  clas- 
sification prescribed  by  the  Interstate  Commerce  Commission  for  street 
railways. 

The  Federal  Government,  under  the  Works  Progress  Administration, 
has  expended  approximately  $89,000  in  connection  with  rapid  transit  plans, 
in  addition  to  $32,023.43  which  has  been  expended  by  the  Municipal  Rail- 
way to  June  30,  1937,  for  the  same  purpose.  The  Works  Progress  Adminis- 
tration also  has  expended  approximately  $39,000  of  Federal  funds  in  con- 
struction of  an  extension  of  the  “L”  car  line,  in  addition  to  the  amounts 
expended  by  the  Railway  on  that  project. 

Reserves  for  Depreciation  of  Road  and  Equipment — $6,063,405.77 

From  December  28,  1912,  to  May  1,  1926,  an  amount  equal  to  18%  of 
gross  passenger  revenue,  less  bond  redemption  requirements,  was  credited 
to  the  reserve  for  depreciation  and  charged  against  income,  in  accordance 
with  Ordinance  No.  3109,  approved  February  9,  1915. 

Ordinance  No.  3109  was  repealed  by  Ordinance  No.  7060,  approved  April 
30,  1926,  which  provided  for  setting  aside  in  a depreciation  reserve  fund 
during  each  fiscal  year  a sum  equal  to  3%  of  the  cost  of  road  and  equip- 
ment. Accordingly,  from  May  1,  1926,  to  June  30,  1933,  the  charge  to  income 
and  credit  to  the  reserves  for  depreciation  was  an  amount  equal  to  3%  per 
annum  of  the  cost  of  road  and  equipment. 
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Since  July  1,  1933,  Section  128  of  the  Charter  (which  became  effective 
January  8,  1932)  has  been  interpreted  by  the  Railway  management  to 
mean  that  the  amounts  of  cash  set  aside  in  the  depreciation  fund  for  cur- 
rent replacements  of  properties  were  also  the  amounts  chargeable  to  opera- 
tions. On  March  9,  1937,  Section  128  was  amended  and  Section  128-1 
(new)  clarifies  the  old  section,  providing  generally  that  operations  shall 
be  charged  with  amounts  adequate  to  provide  for  depreciation  of  property, 
but  that  of  such  provisions  out  of  income,  only  estimated  requirements  for 
current  annual  replacements  need  be  funded. 

The  accompanying  statements  have  been  adjusted  by  increasing  the 
recorded  provision  for  depreciation  for  each  of  the  fiscal  years  since  June 
30,  1933.  Computation  of  the  adjusted  provision  for  the  year  ended  June  30, 
1937,  is  shown  by  Schedule  3,  which  is  based  upon  the  recommendations 
of  Mr.  Paul  J.  Ost,  chief  electrical  engineer  of  utilities,  and  Mr.  Frank  J. 
Sheehan,  engineer  of  maintenance  of  way  of  the  Municipal  Railway,  made 
in  connection  with  the  examination  of  the  Railway’s  accounts  for  the  year 
ended  June  30,  1936,  by  other  accountants.  In  accordance  with  the  adjust- 
ments made  by  the  other  accountants  in  the  statements  annexed  to  their 
report  for  the  year  ended  June  30,  1936,  we  also  have  used  Messrs.  Ost’s 
and  Sheehan’s  recommended  provision  of  $278,543.66  for  the  year  ended 
June  30,  1936,  and  for  the  years  ended  June  30,  1934  and  1935,  have  used 
the  same  basis  which  was  in  effect  from  May  1,  1926,  to  June  30,  1933,  i.  e., 
3%  of  the  cost  of  road  and  equipment. 

Section  128  of  the  Charter,  as  amended,  above  referred  to,  provides  for 
an  appraisal  during  the  fiscal  year  1937-1938  and  periodically  thereafter  to 
establish  bases  for  future  depreciation.  The  results  of  such  appraisal  may 
occasion  further  adjustment  of  accumulated  depreciation  reserves  and  es- 
tablish annual  charges  to  be  made  against  operations  in  the  future. 

Charges  to  the  reserve  for  depreciation  on  property  with  respect  to  which 
detailed  accounts  are  kept,  occasioned  by  replacement,  sale,  or  retirement 
of  such  property,  are  based  upon  the  actual  depreciation  accrued  on  such 
assets,  as  shown  by  the  accounts.  Prior  to  October  31,  1935,  charges  to  the 
reserve  for  depreciation  of  track  and  roadway,  occasioned  by  replacement 
or  retirement  thereof,  were  based  on  estimated  accrued  depreciation  on 
such  assets;  since  October  31,  1935,  such  charges  have  been  100%  of  the 
estimated  cost  of  track  and  roadway  replaced  or  retired  and  credited 
to  road  and  equipment  account,  on  the  theory  that  any  excess  of  such 
charges  over  the  actual  amount  of  accrued  depreciation  will  be  offset  by 
overdepreciation  on  other  portions  of  track  and  roadway. 

Cash— 5918,819.66 

This  cash  consisted  of  the  following  funds: 


On  deposit  with  treasurer: 

Operating  fund  $560,573.62 

Depreciation  reserve  fund  332, 597. 04 

Accident  reserve  fund  6,881.50 

Bond  interest  fund  14,167.50 

Bond  redemption  fund  600.00 


Total  on  deposit  with  treasurer $914,819.66 

Revolving  funds  4,000.00 


Total  cash  $918,819.66 


In  accordance  with  Section  66  of  the  Charter,  cash  on  deposit  with  the 
treasurer  had  been  verified  by  the  controller,  and  we  limited  our  verification 
in  that  connection  to  a review  of  the  working  papers  prepared  by  the  con- 
troller’s audit  staff.  Revolving  funds  were  verified  by  communication  with 
depositaries  and  custodians. 
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As  has  been  mentioned  in  accountants’  reports  in  past  years,  the  balance 
of  $6,881.50  in  the  accident  reserve  fund  has  remained  unchanged  from 
June  30,  1931.  Payments  of  claims  on  account  of  accidents  and  damages 
since  October  31,  1929,  have  been  made  from  the  operating  fund  in  accord- 
ance with  Ordinance  No.  8570,  Section  3 of  which  provides  that  during  July 
of  each  year,  2 %%  of  gross  revenue  for  the  preceding  fiscal  year  less  the 
aggregate  amount  expended  during  that  year  in  payment  for  claims  for 
damages,  shall  be  transferred  from  the  operating  fund  to  the  accident 
reserve  fund.  The  ordinance  was  interpreted  in  the  Railway’s  accounts, 
through  July,  1931,  in  the  event  payments  of  claims  for  damages  and 
expenses  incidental  thereto  for  the  preceding  fiscal  year  exceeded  2Vz% 
of  gross  revenue  for  that  year,  as  intending  that  such  excess  be  transferred 
from  the  accident  reserve  fund  to  the  operating  fund.  Had  such  transfer 
been  made  in  July,  1932,  the  accident  reserve  fund  would  have  been  extin- 
guished. No  settlement  between  these  funds  has  been  made  since  July,  1931, 
and  in  only  one  fiscal  year  since  June  30,  1931,  have  claim  and  claim  expense 
payments  been  less  than  2%%  of  gross  revenue. 

The  total  amount  charged  to  revolving  funds  in  the  accounts  of  the 
Municipal  Railway  is  $4,000.00.  However,  as  of  June  30,  1937,  there  was 
$2,565.66  expended  from  the  funds,  for  which  reimbursement  had  been 
requested  of  the  treasurer,  and  which  were  recorded  as  accounts  payable 
in  the  Railway’s  accounts,  and  $246.62  expended  from  the  claim  revolving 
fund  for  which  reimbursement  had  not  been  requested  and  which  subse- 
quently, upon  reimbursement,  was  charged  to  the  reserve  for  damage  claims. 

Accounts  Receivable — §4,246.74 

These  accounts  are  summarized  as  follows: 

Due  from  the  Board  of  State  Harbor  Commissioners,  under  subsidy 
agreement,  for  reimbursement  of  loss  for  the  year  ended  June  30, 

1937,  on  operation  of  the  Embarcadero  Bus  Line $3,631.70 

Rents  receivable  for  joint  use  of  Railway’s  trolley  poles  by  others,  etc.  615.04 


Total  $4,246.74 


It  is  not  the  practice  of  the  Railway  to  record  in  its  general  accounts, 
revenue  from  rental  of  non-operating  property  and  of  trolley  poles  jointly 
used  by  the  city’s  electric  power  bureau  until  collection  thereof  has  been 
made. 


Deferred  Charges — $280,789.82 

These  charges  are  summarized  as  follows: 

Materials  and  supplies $178,389.23 

Cash  advanced  to  Public  Utilities  Improvement  Fund,  for  resetting 

of  trolley  poles,  etc 18,955.27 


Cash  advanced  to  Works  Progress  Administration  of  Federal  Gov- 
ernment, for  extension  of  “L”  car  line  from  present  terminus  to 
Sloat  Boulevard,  and  for  test  borings  to  determine  sub-surface 
conditions  for  use  in  preparing  subway  plans  and  specifications  8,373.08 
Goods  and  services  receivable  under  contracts,  purchase  orders, 


etc 44,093.03 

Replacement  jobs  in  progress 29,810.02 

Other  1,169.19 


Total  $280,789.82 


Materials  and  supplies  are  stated  at  book  value,  physical  inventories  not 
having  been  taken  as  of  June  30,  1937.  However,  physical  inventories  of 
most  of  the  materials  and  supplies  were  taken  at  various  times  during  the 
fiscal  year,  and  the  necessary  adjustments  were  made  at  various  dates  to 
bring  the  accounts  into  agreement  with  the  physical  counts. 

It  is  difficult  to  formulate  any  opinion  as  to  obsolete  materials  due  to 
the  large  amount  of  so-called  special  materials  and  standby  equipment  car- 
ried in  stock.  Slowly  moving  items,  as  to  which  no  issues  have  been  made 
for  long  periods,  aggregate  approximately  $50,000,  of  which  approximately 
$30,000  is  attributable  to  the  so-called  special  class  of  items. 

Upon  completion  of  the  projects  being  undertaken  by  the  Public  Utilities 
Improvement  Fund  and  the  Works  Progress  Administration,  for  which  cash 
has  been  advanced  by  the  Municipal  Railway,  the  costs  thereof  as  reported 
by  the  Public  Utilities  Improvement  Fund  and  the  Works  Progress  Adminis- 
tration will  be  recorded  in  the  accounts  of  the  Municipal  Railway,  and  the 
advance  accounts  will  be  cleared. 

Bonded  Debt— $1,600,600.00 
Bond  Interest  Payable — $20,834.17 

Verification  of  these  liabilities  was  restricted  to  reference  to  the  records 
of  the  controller. 

Matured  coupons  not  presented  for  payment  consist  of  the  following: 


1913  issue  $14,122.50 

1910  issue  (Geary  street) 22.50 

1910  issue  (Market  street) 22.50 


Total  $14,167.50 


The  bond  issue  of  December  1,  1913,  was  sold  at  a premium  of  $26,000.38, 
which  premium  was  credited  direct  to  surplus  because  of  its  immaterial 
amount  in  relation  to  the  principal  of  the  bonds. 

Accounts  Payable  for  Contracts,  Purchase  Orders, 
and  Other  Commitments — $74,029.57 

This  item  includes  $44,093.03  for  contracts  entered  into  for  supplies,  con- 
struction, etc.,  not  received  or  completed  as  of  June  30,  1937,  the  contra 
account  being  carried  as  a deferred  charge.  In  addition  to  these  contracts 
with  outsiders,  the  Railway  has  also  entered  into  commitments  with  other 
departments  of  the  City  and  County  of  San  Francisco  for  services  and 
construction  work,  aggregating  approximately  $20,000,  which  are  not  included 
in  the  liabilities  shown  by  the  accompanying  balance  sheet. 

Reserve  for  Damage  Claims — $100,721.38 

Under  the  authority  of  Ordinance  No.  7060,  passed  by  the  Board  of  Super- 
visors and  approved  April  30,  1926,  an  accident  reserve  fund  was  created 
by  transfer  thereto  of  $100,000.00  from  the  depreciation  reserve  fund.  In 
accordance  with  the  Ordinance,  2%  % of  gross  passenger  revenue  from  May  1, 
1926,  to  October  31,  1929,  also  was  set  aside  in  the  accident  reserve  fund 
and  all  payments  of  claims  and  expenses  incidental  thereto  were  made  from 
such  fund.  Ordinance  No.  7060  was  repealed  by  Ordinance  No.  8570,  approved 
October  26,  1929,  which  provided  for  payment  of  claims  and  claims  expenses 
from  the  operating  fund  instead  of  the  accident  reserve  fund,  and  an  annual 
transfer  from  the  operating  fund  to  the  accident  reserve  fund  of  the  excess 
of  2%%  of  gross  revenue  over  claims  and  claims  expense  payments  during  each 
fiscal  year,  as  commented  upon  heretofore  in  connection  with  the  unexpended 
balance  in  the  accident  reserve  fund  as  of  June  30,  1937. 
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In  connection  with  the  creation  of  the  accident  reserve  fund,  liability 
reserve  accounts  were  also  established,  which  are  summarized  for  the  period 
from  May  1,  1926,  to  June  30,  1937,  as  follows: 

Amount  transferred  from  reserve  for  depreciation,  May  1,  1926. . . .$100,000.00 
Profit  on  sale  of  securities,  in  which  accident  reserve  funds  were 

invested  (net)  142.16 

Additions  provided  by  charges  against  income: 

May  1,  1926,  to  October  31,  1929 — 2%%  of  gross  passenger  rev- 
enue   302,543.32 

November  1,  1929,  to  June  30,  1934 — 2%i%  of  gross  operating 

revenue  366,575.09 

July  1,  1934,  to  June  30,  1937- — 3%  of  gross  operating  revenue. . 278,042.49 


Total  $1,047,303.06 

Less  aggregate  amount  paid  for  damage  claims  and  expenses  inci- 
dental thereto,  May  1,  1926,  to  June  30,  1937 1,017,784.80 


Balance  per  accounts,  June  30,  1937 $ 29,518.26 

Additional  provision  as  explained  below 71,203.12 


Balance  per  Exhibit  A $100,721.38 


Other  accountants,  in  their  report  to  the  controller  on  their  examination 
of  the  accounts  of  the  Municipal  Railway  for  the  year  ended  June  30,  1936, 
increased  the  liability  for  damage  claims  at  that  date  as  shown  by  the 
accounts,  $71,203.12,  to  an  even  amount  of  $100,000.00  and  reduced  surplus 
from  operations  in  like  amount.  The  adjustment  is  understood  to  have  been 
based  on  the  existence  of  an  unsatisfied  judgment  of  $7,500.00  and  unpaid 
awards  aggregating  $1,375.00,  plus  information  from  the  city  attorney  that 
law  suits  aggregating  approximately  $950,000  were  pending  against  the 
Railway:  and  the  city  attorney’s  opinion  that  a reserve  based  on  10%  of 
the  amounts  prayed  for  should  be  sufficient.  At  June  30,  1937,  there  were 
unsatisfied  judgments  against  the  Railway  of  $10,000.00,  which  at  that  time 
it  intended  to  appeal,  and  we  are  advised  by  the  city  attorney  and  the  Rail- 
way’s claims  adjuster  that  the  aggregate  amount  of  suits  pending  at  that 
date  was  approximately  the  same  as  at  June  30,  1936.  We  therefore  have 
made  the  same  adjustment  as  was  made  by  the  accountants  in  the  previous 
year,  with  the  result  that  the  adjusted  surplus  from  operations  as  of  June 
30,  1936,  as  shown  by  accompanying  Exhibit  B,  is  in  agreement  with  that 
shown  by  their  report  for  the  year  ended  that  date,  and  the  reserve  for 
accidents  is  approximately  the  same.  This  adjustment  has  no  effect  upon 
income  for  the  year  ended  June  30,  1937. 

INSURANCE 

The  Railway  does  not  carry  insurance  against  fire,  earthquakes,  liability 
for  injuries,  property  damage,  and  workmen’s  compensation,  and  other  pos- 
sible casualties,  with  minor  exceptions,  and  reserves  have  not  been  provided 
in  the  accounts  for  losses  which  might  arise  from  such  contingencies. 

COMPARATIVE  CHARGES  FOR  TAXES 

As  required  by  Section  64  of  the  Charter,  the  Railway  carries  certain 
memorandum  accounts  in  its  books  showing  the  estimated  amounts  which 
would  be  expended  for  taxes  if  the  Railway  were  operated  as  a privately- 
owned  utility.  For  the  year  ended  June  30,  1937,  these  memorandum 
accounts  show  the  following  amounts: 

City  and  County  of  San- Francisco: 

Franchise  tax  $20,297.39 

Property  tax  78,439.60 
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The  franchise  tax  is  computed  on  the  basis  of  .641,5%  of  passenger  and 
advertising  revenue,  that  being  the  rate  assessed  to  Market  Street  Railway 
Company  as  fixed  by  Ordinance  15.0919,  passed  June  10,  1935. 

In  the  absence  of  an  assessed  valuation  on  the  property  of  the  Municipal 
Railway,  the  property  tax  is  based  on  2%%  of  the  passenger  revenue,  that 
being  the  approximate  ratio  of  the  property  tax  assessed  against  Market 
Street  Railway  Company  by  the  City  and  County  of  San  Francisco  for  the 
fiscal  year  ended  June  30,  1936,  to  that  company’s  passenger  revenue  for  the 
calendar  year  1934.  This  computation  does  not  purport  to  show  the  actual 
tax  which  would  be  assessed  against  the  Municipal  Railway  if  it  were  pri- 
vately owned,  but  was  chosen  as  the  most  practicable  method  of  meeting 
the  requirements  of  the  Charter  in  the  absence  of  an  assessed  valuation. 
The  tax  rate  for  the  fiscal  year  ended  June  30,  1937,  was  approximately 
2%%  higher  than  that  for  the  year  ended  June  30,  1936. 

In  addition  to  the  above  taxes,  the  Railway  would  also,  if  privately 
owned,  be  subject  to  State  of  California  motor  vehicle  license,  registration, 
and  weight  fees  on  its  busses,  trucks,  and  service  cars,  amounting  to  approxi- 
mately $2,500  for  the  year  ended  June  30,  1937. 

The  amounts  for  which  the  Railway,  if  privately  owned,  would  be  liable 
for  Federal  income  and  California  State  franchise  taxes  is  not  readily 
determinable  but  apparently  would  be  negligible. 

These  comparative  charges  accounts  are  not  charged  to  operations. 

CERTIFICATE 

In  our  opinion,  based  upon  our  examination  and  subject  to  the  foregoing, 
the  accompanying  balance  sheet  and  related  statements  of  income  and  sur- 
plus fairly  present  the  financial  condition  of  the  Railway  at  June  30,  1937, 
and  the  results  of  its  operations  for  the  year  ended  that  date. 

The  comparative  figures  setting  forth  results  of  operations  for  the  year 
ended  June  30,  1936,  have  been  taken  from  the  report  of  examination  by 
other  independent  accountants  and  were  not  verified  by  us. 

Yours  truly, 

HASKINS  & SELLS. 
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EXHIBIT  A 

MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 
BALANCE  SHEET,  JUNE  30,  1937 


ASSETS 


FIXED  CAPITAL  (Schedule  1) : 


Road  and  equipment $9,919,868.57 

Construction  in  progress 7,095.94 

Preliminary  engineering  surveys 32,023.43 


Total  $9,958,987.94 

Less  reserves  for  depreciation  of  road  and 

equipment  (Schedule  2) 6,063,405.77 


Remainder — Fixed  capital,  depreciated  value $3,896,582.17 


CASH: 


On  deposit  with  treasurer $ 914,819.66 

Revolving  funds  4,000.00 


Total  cash  

ACCOUNTS  RECEIVABLE  

INTEREST  RECEIVABLE  ON  CASH  ON  DEPOSIT  WITH 
TREASURER  

DEFERRED  CHARGES: 


Materials  and  supplies $ 178,389.23 

Cash  advanced  to  Public  Utilities  Improvement 

Fund  for  resetting  of  trolley  poles,  etc 18,955.27 

Cash  advanced  to  Federal  Government’s  Works 
Progress  Administration  for  extension  of 
road  and  development  of  subway  project. . . . 8,373.08 

Goods  and  services  receivable  under  contracts, 

purchase  orders,  etc 44,093.03 

Replacement  jobs  in  progress 29,810.02 

Other  1,169.19 


Total  deferred  charges, 


918,819.66 

4,246.74 

1,197.33 


280,789.82 


TOTAL 


.$5,100,635.72 


EXHIBIT  A (Continued) 


MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 
BALANCE  SHEET,  JUNE  30,  1937 


LIABILITIES 


BONDED  DEBT: 

Issue  of  December  1,  1913,  5%,  maturing 

$100,000.00  annually  to  December  1,  1952 $1;600, 000.00 

Matured  bonds  not  presented  for  payment 600.00 

Total  bonded  debt $1,600,600.00 


BOND  INTEREST  PAYABLE : 

Matured  coupons  not  presented  for  payment. . . .$  14,167.50 

Accrued — Not  due 6,666.67 


Total  bond  interest  payable 20,834.17 

ACCOUNTS  PAYABLE  (other  than  interfund) : 

Warrants  outstanding  $ 119,842.13 

Contracts,  purchase  orders,  and  other  commit- 
ments   74,029.57 


Total  accounts  payable  (other  than  interfund) 193,871.70 


INTERFUND  ACCOUNTS  PAYABLE: 

General  City  and  County $ 56,738.23 

San  Francisco  Water  Department 363.09 

Total  interfund  accounts  payable 57,101.32 

RESERVE  FOR  DAMAGE  CLAIMS 100,721.38 

DEFERRED  CREDITS  TO  INCOME 70.31 

SURPLUS  (Exhibit  B) 3,127,436.84 


TOTAL 


.$5,100,635.72 
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EXHIBIT  B 


MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 
STATEMENT  OF  SURPLUS 
For  the  year  ended  June  30,  1937 


SURPLUS  FROM  OPERATIONS: 
Balance  per  books,  June  30,  1936. 


Less  adjustments  applicable  to 
prior  periods: 

Additional  provision  for  de- 
preciation : 

Fiscal  year  ended  June 

30,  1934  $234,394.59 

Fiscal  year  ended  June 

30,  1935  187,052.06 

Fiscal  year  ended  June 

30,  1936  178,543.66 


$2,266,602.47 


Total  $599,990.31 

Additional  provision  for  dam- 
age claims 71,203.12  671,193.43 


Balance,  June  30,  1936,  as  adjusted $1,595,409.04 

Net  income  for  the  year  ended  June  30,  1937 

(Exhibit  C)  7,086.07 


Surplus  from  operations,  June  30,  1937. 


CONTRIBUTED  SURPLUS: 

Balance,  June  30,  1936: 

From  general  taxes $1,496,216.19 

Donated  equipment  24,000.00 


Total  $1,520,216.19 

Value  assigned  to  material  removed  during 
year  ended  June  30, 1937,  from  Gough  street 
line  abandoned  by  Market  Street  Railway 
Company  4,725.54 


Contributed  surplus,  June  30,  1937. 


$1,602,495.11 


1,524,941.73 


TOTAL  SURPLUS,  JUNE  30,  1937. 


$3,127,436.84 
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EXHIBIT  C 

MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 

STATEMENT  OF  INCOME 


For  the  years  ended  June  30,  1937  and  1936 

Year  ended  June  30 
1937  1936 

OPERATING  REVENUE: 

Passenger  $3,137,583.88  $3,049,140.57 

Other  26,468.19  23,467.35 

Total  operating  revenue $3,164,052.07  $3,072,607.92 


OPERATING  EXPENSES  EXCLUSIVE  OF  PRO- 
VISION FOR  DEPRECIATION: 

$ 135,345.70 
192,667.28 
474,024.94 
1,683,581.46 

92,178.24 
189,230.68 


Total  operating  expenses  exclusive  of  pro- 
vision for  depreciation $2,808,834.73  $2,767,028.30 


OPERATING  INCOME  BEFORE  PROVISION  FOR 

DEPRECIATION  $ 355,217.34  $ 305,579.62 


OTHER  INCOME: 

Interest  on  bank  balances $ 4,204.08  $ 6,281.17 

Subsidy  from  Harbor  Commission 3,631.70  728.59 

Miscellaneous  117.92 


Total  other  income  $ 7,835.78  $ 7,127.68 


Maintenance  of  way  and  structures $ 144,561.22 

Maintenance  of  equipment 192,726.50 

Power  484,763.47 

Conducting  transportation  1,698,938.08 

Provision  for  damage  claims  and  expenses  inci- 
dental thereto  94,921.56 

General  and  miscellaneous 192,923.90 


GROSS  INCOME  BEFORE  PROVISION  FOR  DE- 
PRECIATION   $ 363,053.12  $ 312,707.30 

MISCELLANEOUS  INCOME  CHARGES  1,240.59  3,667.26 


NET  INCOME  BEFORE  DEDUCTION  OF  BOND 
INTEREST  AND  PROVISION  FOR  DEPRE- 
CIATION   $ 361,812.53  $ 309,040.04 

BOND  INTEREST  82,083.34  87,083.33 


NET  INCOME  BEFORE  PROVISION  FOR  DE- 
PRECIATION   $ 279,729.19  $ 221,956.71 

PROVISION  FOR  DEPRECIATION  (See  Schedule 

3)  272,643.12  278,543.66 


NET  INCOME  (loss  in  red) $ 7,086.07  $ 56,586.95 


COMPARATIVE  CHARGES  F’OR  TAXES  AS  RE- 
QUIRED BY  SECTION  64  OF  THE  CHARTER 

—ESTIMATED  $ 100,000.00  $ 100,000.00 
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SCHEDULE  1 


MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 

SUMMARY  OF  FIXED  CAPITAL 
For  the  year  ended  June  30,  1937 


Balance, 
June  30,  1936 

WAY  AND  STRUCTURES: 

Engineering  and  superintendence..?  401,973.08 


Rights-of-way  169,839.07 

Other  land  used  in  operations 265,490.48 

Grading 449,596.35 

Ballast  320,081.94 

Ties  170,101.66 

Rails,  rail  fastenings,  and  joints...  835,131.67 

Special  work  297,829.02 

Track  and  roadway  labor 704,243.61 

Paving 1,091,452.61 

Roadway  machinery  and  tools 17,798.48 

Tunnels  and.  subways  13,600.00 

Bridges,  trestles,  and  culverts 4,231.42 

Crossings,  fences,  and  signs 41,810.19 

Signals  and  interlocking  apparatus.  2,437.58 

Telephone  and  telegraph  lines 162.49 

Poles  and  fixtures  248,468.35 

Underground  conduits  142,495.30 

Distribution  system  730,620.95 

Shops  and  car-houses 859,406.61 

Stations,  miscellaneous  buildings, 

and  structures  35,474.69 

Cost  of  road  purchased 44,154.47 

Other  expenditures,  way  and  struc- 
tures   74,486.39 


Additions  Retirements 
$ 7,482.21  $ 4,483.50 


2,617.12  1,719.56 

3,233.20  2,882.00 

24,396.44  12,686.67 

6,447.87  6,443.35 

25,779.40  22,170.00 

20,191.70  25,813.15 

28.65  


260.72 

681.93  534.25 

27,279.73  

7.98  

13,235.25  3,373.48 


Total  way  and  structures. 


$131,381.48  $ 80,366.68 


EQUIPMENT: 

Passenger  and  combination  cars, 


electric  $1,539,930.93 

Motor  coaches  177,618.90 

Service  equipment,  electric  13,871.11 

Service  equipment,  automotive 29,328.08 

Electric  equipment  of  cars 764,028.91 

Shop  equipment 42,651.37 

Furniture  and  office  equipment 31,185.64 


$ 3,471.61 

$ 41,959.50  37,892.25 

5,521.39  ’’4,919.46 

47.38 

1,781.04  1,298.33 


Total  equipment 


,$2,598,614.94  $ 49,309.31  $ 47,581.65 


GENERAL  AND  MISCELLANEOUS: 


Law  expenditures  $ 26,668.31 

Interest  during  construction 252,270.75 

Miscellaneous  68,685.70 


Total  general  and  miscel- 
laneous   $ 347,624.76 


Total  road  and  equipment. $9, S67, 126. 11 

CONSTRUCTION  IN  PROGRESS 

PRELIMINARY  ENGINEERING 
SURVEYS  27,121.63 


$180,690.79  $127,948.33 
7,095.94  

4,901.80  


TOTAL  FIXED  CAPITAL.  ..  .$9,894,247.74  $192,688.53  $127,948.33 


Balance, 
June  30,  1937 


$ 404,971.79 
169,839.07 
265,490.48 
449,596.35 
320,979.50 
170,452.86 
846,841.44 
297,833.54 
707,853.01 
1,085,831.16 
17,827.13 
13,600.00 
4,231.42 
41,810.19 
2,437.58 
162.49 

248.207.63 
142,495.30 

730.768.63 
886,686.34 


35,482.67 

44,154.47 

84,348.16 

$6,971,901.21 


$1,536,459.32 

181,686.15 

13,871.11 

29,930.01 

764,028.91 

42,698.75 

31,668.35 


$2,600,342.60 


$ 26.668.31 

252,270.75 
68,685.70 


$ 347,624.76 

$9,919,S68.67 

7,096.94 

32,023.43 
$9, 95S, 987.94 
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SCHEDULE  2 


MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 

SUMMARY  OF  RESERVES  FOR  DEPRECIATION,  JUNE  30,  1937 


BALANCE,  JUNE  30,  1936 : 

Provision  for  depreciation, 
per  books: 

December  28,  1912,  to  June  30, 

1933  $5,468,550.16 

Fiscal  year  ended  June  30,  1934.  52,606.00 

Fiscal  year  ended  June  30,  1935..  100,000.00 

Fiscal  year  ended  June  30,  1936.  100,000.00 


Total  $5,721,156.16  $1,661,971.85  $4,059,184.31 

Less  accrued  depreciation  on  assets 

retired  406,642.28  104,480.47  302,161.81 


Balance,  June  30,  1936,  per  books.  .$5,314,513.88  $1,557,491.38  $3,757,022.50 


B 3SE&. 

$1,506,706.42  $3,961,843.74 
39,805.42  12,800.58 

41,452.11  58,547.89 

74,007.90  25,992.10 


Additional  provision  for  depreciation: 

Fiscal  year  ended  June  30,  1934.$  234,394.59  $ 66,025.43  $ 168,369.16 

Fiscal  year  ended  June  30,  1935.  187,052.06  65,493.88  121,558.18 

Fiscal  year  ended  June  30,  1936.  178,543.66  18,206.64  160,337.02 


Total $ 599,990.31  $ 149,725.95  $ 450,264.36 


Balance,  June  30,  1936,  as  adjusted.$5, 914, 504.19  $1,707,217.33  $4,207,286.86 

ADD  PROVISION  FOR  DEPRECIA- 
TION FOR  THE  FISCAL  YEAR 
ENDED  JUNE  30,  1937  (Sched- 
ule 3)  272,643.12  85,958.80  186,684.32 


Total $6,187,147.31  $1,793,176.13  $4,' 393, 971.18 

DEDUCT  ACCRUED  DEPRECIA- 
TION ON  ASSETS  RETIRED 
DURING  FISCAL  YEAR  ENDED 

JUNE  30,  1937 123,741.54  45,048.56  78,692.98 


BALANCE,  JUNE  30,  1937. 


.$6,063,405.77  $1,748,127.57  $4,315,278.20 
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John  F.  Forbes  & Company 

CERTIFIED  PUBLIC  ACCOUNTANTS 
Crocker  Building 
San  Francisco 


October  14, 1937. 

Honorable  Harold  J.  Boyd,  Controller,  City  and  County  of  San  Francisco, 

San  Francisco,  California. 

Dear  Sir: 

We  have  made  an  examination  of  the  accounts  of  the  San  Francisco  City  and 
County  Employees’  Retirement  System  for  the  year  ended  June  30,  1937,  and 
submit  the  following  exhibits  and  schedule: 

Exhibit  A — Balance  Sheet,  June  30,  1937. 

Schedule  1 — Investment  Bonds. 

Exhibit  B — Statement  of  Revenues  and  Expenditures  for  the  Fiscal 
Year  Ended  June  30,  1937. 

In  addition  to  the  above,  we  submit  the  following  comments : 

SCOPE  OF  EXAMINATION 

Our  examination  was  limited,  in  accordance  with  the  terms  of  the  engage- 
ment, to  the  verification  of  the  assets  and  liabilities  as  of  June  30,  1937,  and  a 
review  and  test  check  of  the  revenues  and  expenditures  for  the  year  ended  that 
date.  In  connection  therewith,  we  made  a general  review  of  the  accounting 
methods,  and  examined  or  tested,  in  a manner  and  to  the  extent  which  we 
considered  appropriate  in  view  of  the  system  of  internal  accounting  control, 
the  accounting  records  and  other  supporting  evidence,  but  we  did  not  make  a 
detailed  audit. 

Mr.  William  J.  Lynch,  expert  and  assistant  to  the  grand  jury,  participated  in 
the  examination. 


BALANCE  SHEET  COMMENTS 
CASH  ON  DEPOSIT  WITH  TREASURER — §108,679.95 

The  cash  on  deposit  with  the  Treasurer  was  verified  as  of  June  30,  1937,  by 
the  auditing  staff  of  the  Controller’s  office.  We  inspected  the  report  on  such 
verification  and  ascertained  that  the  balance  as  recorded  on  the  books  was  in 
reconcilement  therewith. 

ACCRUED  INTEREST  ON  INVESTMENT  BONDS — $326,569.58 

This  amount  represents  the  interest  accrued  on  investment  bonds  from  latest 
coupon  date  to  June  30,  1937,  the  computations  of  which  were  verified  by  us. 

INVESTMENT  BONDS— $19,643,342.68 

Following  is  a summary  of  investment  bonds  at  June  30,  1937,  the  details 
of  which  will  be  found  on  Schedule  1 of  Exhibit  A: 

Government,  state,  municipal,  and  other  political  subdivisions. . .$18,181,233.41 


Railroads  . ’. 680,901.86 

Other  public  utilities  781,207.41 

Total  $19,643,342.68 
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These  bonds,  which  are  held  in  the  joint  custody  of  the  Controller  and 
Treasurer,  were  verified  by  inspection  or  otherwise  accounted  for.  The  collec- 
tion of  interest  coupons  maturing  during  the  year  under  review  was  verified. 
None  of  the  securities  held  in  the  Retirement  Fund  were  in  default  as  to 
principal  or  interest  as  of  June  30,  1937. 

As  all  bonds  are  purchased  for  investment  purposes  only,  no  attempt  was 
made  to  ascertain  their  market  value  at  June  30,  1937. 

In  accordance  with  the  provisions  of  Section  159  of  the  Charter,  all  invest- 
ment bonds  in  the  Retirement  Fund  are  of  the  character  legal  for  investments 
of  insurance  companies  in  California. 

The  net  amortization  of  the  premium  and  discount  on  investment  bonds  for 
the  fiscal  year  ended  June  30,  1937,  amounted  to  $55,378.73.  The  premium  or 
discount  at  time  of  purchase  of  the  bonds  is  amortized  or  accumulated  on  a 
scientific  basis  from  date  of  purchase  to  maturity.  We  accumulated  the  net 
amortization  for  the  year  under  review  from  the  System’s  security  list,  and 
tested  a substantial  portion  thereof  by  actual  computation  and  by  comparison 
with  the  individual  bond  record  cards. 


The  changes  in  the  investment  bonds  during  the  year  are  indicated  in  the 
following  summary: 


Add  purchases  • . 


Total 

. .$17,768,272.42 
. . 2,298,725.12 

Government, 
State, 
Municipal, 
and  Other 
Political 
Subdivisions 
$16,140,818.95 
2,298,725.12 

Railroads 

$717,160.79 

Other 

Public 

Utilities 

$910,292.68 

. .$20,066,997.54 

$18,439,544.07 

$717,160.79 

$910,292.68 

. .$  240,837.50 

127,438.63 

$ 204,837.50 

$ 36,000.00 

$127,438.63 

1,646.64 

55,378.73 

53,473.16 

258.93 

. .$  423,654.86 

$ 258,310.66 

$ 36,258.93 

$129,085.27 

. .$19,643,342.68 

$18,181,233.41 

$680,901.86 

$781,207.41 

The  net  gain  from  bonds  called,  in  the  amount  of  $4,441.37,  as  per  Exhibit  B, 


is  accounted  for  as  follows : 

Amount  realized  from  bonds  called $131,880.00 

Book  value  of  bonds  called 127,438.63 


Gain  from  bonds  called, 


$ 4,441.37 
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ACCOUNTS  RECEIVABLE— CITY  AND  COUNTY  OF  SAN 
FRANCISCO— $3,938,906.65. 

The  accounts  grouped  under  this  caption  are  as  follows : 

Amounts  computed  in  accordance  with  Sections  166  and  169  of 
the  Charter : 


Current  service: 

Firemen  

Policemen  

Total  .' 

Less  appropriation  credits  

Remainder  

Police  $2.00  contributions  paid  to  the  Police  Relief  and  Pension 

Fund  prior  to  January  8,  1932 

Total  .' 


$2,777,084.16 

852,063.42 

$3,629,147.58 

303,976.96 

$3,325,170.62 

477,810.08 

$3,802,980.70 


Current  accounts : 

Employees’  contributions  $27,974.64 

Matching  contributions  81,489.35 

Prior  service  retirement  allowances 19,059.90 

Compensation  insurance  disbursements 7,402.06 


Total  $ 135,925.95 

Total  $3,938,906.65 


The  following  comments,  under  appropriate  headings,  are  submitted  with 
respect  to  certain  of  the  items  detailed  above: 

Current  Service — $3,325,170.62 

This  amount  represents  the  balance  which  would  be  required  as  of  June  30, 
1937,  from  the  City  and  County,  to  establish  an  actuarial  reserve  equivalent  to 
liabilities  accruing  under  the  Retirement  System  because  of  service  rendered 
by  policemen  and  firemen  who  became  members  on  January  8,  1932,  as 
provided  in  subdivision  (f)  of  Section  166  and  subdivision  (d)  of  Section  169 
of  the  Charter.  These  subdivisions  read  as  follows: 

Section  166,  Subdivision  (f) — Police  Department  Members 
“In  addition  to  the  other  contributions  required  by  the  city 
and  county  under  the  retirement  system,  the  city  and  county 
shall  contribute  to  the  retirement  system  during  each  fiscal 
year  a sum  which,  together  with  the  members’  contributions 
provided  for  in  subdivision  (d)  of  this  section,  shall  be  equal 
to  the  liabilities  accruing  under  the  retirement  system  be- 
cause of  the  service  rendered  during  such  year  by  persons 
becoming  members  on  the  8th  day  of  January,  1932,  under 
this  section.  If,  subsequent  to  such  fiscal  year,  it  shall  be 
determined  that  such  contribution  by  the  city  and  county, 
together  with  the  members’  contributions,  was  not  sufficient 
to  meet  such  liability,  then  the  city  and  county  shall  make 
such  additional  contribution  as  may  be  necessary  to  make  up 
the  deficit.” 

Section  169,  Subdivision  (d) — Members  of  Fire  Department 
“In  addition  to  the  other  contributions  required  of  the  city 
and  county  under  the  retirement  system,  the  city  and  county 
shall  contribute  to  the  retirement  system  during  each  fiscal 
year  a sum  which  shall  be  equal  to  the  liabilities  accruing 
under  the  retirement  system  because  of  service  rendered 
during  such  year  by  persons  becoming  members  on  the  8th 
day  of  January,  1932,  under  this  section.  If,  subsequent  to 
such  fiscal  year,  it  shall  be  determined  that  such  contribu- 
tion by  the  city  and  county  was  not  sufficient  to  meet  such 
liability,  then  the  city  and  county  shall  make  such  additional 
contribution  as  may  be  necessary  to  make  up  the  deficit.” 
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For  the  purpose  of  computing  these  contributions,  the  Retirement  Board, 
after  an  actuarial  valuation,  established  a rate  of  19.16  per  cent  of  salaries 
earned  by  firemen,  and  6.36  per  cent  of  salaries  earned  by  policemen  not 
exercising  the  option  granted  by  the  Charter  of  becoming  miscellaneous  mem- 
bers of  the  Retirement  System. 

The  budget  officials  have  each  year,  beginning  with  the  fiscal  year  ended 
June  30,  1933,  reduced  the  Retirement  Board’s  appropriation  requests,  based 
on  the  above-mentioned  percentages,  to  the  estimated  disbursements  to  be 
made  during  the  fiscal  year  on  account  of  current  service. 

For  accounting  convenience,  the  funds  allocated  by  the  Controller  from  the 
tax  collections  have  been  first  applied  to  cover  retirement  disbursements  and 
matching  contributions  of  the  miscellaneous  classification  of  members,  the 
remainder  being  applied  to  the  amounts  receivable  for  current  disbursements 
for  firemen  and  policemen. 

During  the  period  from  January  8,  1932,  to  June  30,  1937,  the  disbursements 
for  firemen  and  policemen  current  service  pensions,  and  death  allowances  and 
benefits  aggregated  $320,256.78.  Until  the  fiscal  year  ended  June  30,  1936,  the 
receipts  from  the  City  and  County  were  not  sufficient  to  apply  any  part  of 
them  to  the  contributions  receivable  for  firemen  and  policemen.  As  of  June  30, 
1937,  the  amount  of  $243,444.01  had  been  received  in  excess  of  retirement  dis- 
bursements and  matching  contributions  of  the  miscellaneous  classification 
of  members.  After  applying  this  credit  and  also  the  amount  of  $60,532.95 
expected  to  be  collected  from  delinquent  taxes,  the  City  and  County  is  still 
deficient  in  the  reimbursement  of  current  disbursements  for  firemen  and 
policemen  in  the  amount  of  $16,279.82. 

Police  $2.00  Contributions  Paid  to  Police  Relief  and  Pension  Fund  Prior  to 
January  8,  1932— $477,810.08 

Under  date  of  January  8,  1932,  the  members  of  the  Police  Relief  and  Pension 
Fund  became  members  of  the  San  Francisco  City  and  County  Efiiployees’ 
Retirement  System.  The  member  contributions  under  the  predecessor  pension 
fund  had  been  used  to  pay  current  pension  allowances,  and  therefore  were  not 
turned  over  to  the  Retirement  System. 

The  above  amount  represents  contributions  of  $2.00  per  month  paid  to  the 
Police  Relief  and  Pension  Fund  prior  to  January  8,  1932,  by  those  policemen 
who  were  members  of  the  police  department  at  that  date  and  who  were  still  in 
the  department  at  June  30,  1937.  When  a member  under  this  classification  is 
retired  or  otherwise  terminates  City  and  County  employment,  the  amount  due 
on  account  of  such  member  is  collected  from  the  City  and  County  through  the 
current  appropriation. 

Interest  on  this  account  at  the  rate  of  4'%<  per  annum  has  been  collected  for 
the  period  from  January  8, 1932,  to  June  30, 1937. 

CURRENT  ACCOUNTS 

Employees’  Contributions — $27,974.64 

This  amount  represents  employees’  contributions  deducted  from  salary 
warrants  for  the  second  half  of  June,  1936,  in  the  amount  of  $27,639.77,  and 
balances  due  from  certain  employees  amounting  to  $334.87  which  are  being 
liquidated  on  an  installment  basis.  At  the  time  of  our  examination,  collections 
aggregating  $27,846.03  had  been  made  on  these  accounts. 

Matching  Contributions — $81,489.35 

Section  164  of  the  Charter  provides  that  the  City  and  County  shall  contribute 
to  the  Retirement  System  an  amount  equal  to  the  normal  contributions  of 
member  employees.  The  amount  indicated  above  is  composed  of  the  following 
matching  contributions  due  as  of  June  30, 1937 : 


Public  Service  Enterprises: 

Hetch  Hetchy  Power  Division $ 255.61 

Municipal  Railway 12,728.73 

Water  Department  6,692.41 

General  City  and  County 61,812.60 


Total  $81,489.35 
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Prior  Service  Retirement  Allowances — $19,059.90 

The  above  amount  covers  payments  from  the  Retirement  Fund  during  the 
month  of  June,  1937,  on  account  of  retirement  allowances  granted  for  prior 
service,  which,  according  to  Section  4 of  Ordinance  9134  (new  series),  are  to  he 
reimbursed  from  the  following  funds : 

San  Francisco  School  Department 

Municipal  Railway 

Total 


Compensation  Insurance  Disbursements — $7,402.06 

The  above  amount  was  receivable  as  of  June  30,  1937,  from  other  than  gen- 
eral fund  appropriations,  on  account  of  compensation  disbursements  made 
during  the  month  of  June,  1937. 

TAXES  RECEIVABLE,  LESS  ALLOWANCE  OF  $25,957.42  FOR  UN- 
COLLECTIBLE TAXES— $60,532.95 

The  accounts  of  the  Controller  of  the  City  and  County  reflect  the  allocation 
to  the  Retirement  System  of  $86, 490.37  of  delinquent  taxes  and  penalties.  Pro- 
vision in  the  amount  of  $25,957.42  has  been  made  for  unsecured  personal 
property  taxes  considered  uncollectible. 

UNDISTRIBUTED  PORTION  OF  AMOUNTS  PREVIOUSLY  AP- 
PLIED TO  PROVIDE  RETIREMENT  ALLOWANCES  FOR  CUR- 
RENT SERVICE  TO  BE  DISBURSED  MONTHLY— $3,063,503.75 
The  composition  of  the  above  amount  is  as  follows : 

Service  retirements,  current  service: 

Miscellaneous  

Firemen  

Policemen  

Disability  retirements,  current  service 

Miscellaneous  members  

Firemen 

Policemen  

Death  allowances : 

Miscellaneous  (policemen)  $ 44,035.67 

Firemen  254,510.17 

Policemen  187,034.37  485,580.21 

Total  $3,063,503.75 


With  the  exception  of  “Disability  Retirements,  Current  Service,”  referred  to 
subsequently  in  this  report,  these  amounts  represent  the  value  of  retirement 
allowances  for  current  service  pensions  and  annuities  as  of  the  dates  of 
retirement  of  the  members,  plus  annual  interest  accretions  on  the  undis- 
tributed portion  to  June  30,  1937,  and  less  the  monthly  allowances  paid  to  that 
date.  The  amounts  do  not  include  the  liability  to  retired  members  on  account 
of  prior  service,  which  portion  of  the  monthly  allowance  is  reimbursed 
annually  by  the  City  and  County  current  appropriation. 

Our  audit  included  a comprehensive  test  of  the  recorded  service  and 
disability  retirements  and  death  allowances  granted  and  approved  by  the 
Retirement  Board  during  the  fiscal  year  ended  June  30,  1937.  We  also  ascer- 
tained that  the  undistributed  balances  in  the  retired  members’  individual 
accounts  were  in  agreement  with  the  related  general  ledger  controls. 

Section  6 of  Ordinance  9134  (new  series ) , provides  that  the  Retirement  Board 
shall  make  an  actuarial  investigation  into  the  mortality,  service,  and  compen- 
sation experience  of  members  and  beneficiaries  as  of  June  30,  1933,  and  at 
least  every  six  years  thereafter,  and  also  make  an  actuarial  valuation  of  the 
assets  and  liabilities  of  the  Retirement  System.  Upon  the  basis  of  such  inves- 
tigation and  valuation,  the  Board  is  required  to  adopt  such  interest  rate  and 
such  mortality,  service,  and  other  tables  and  revision  in  rates  of  contribution 
as  shall  be  deemed  necessary. 


.$1,559,257.43 
. 286,442.28 

. 171,092.68  $2,016,792.39 

.$  282,921.31 
. 134,066.75 

144,143.09  561,131.15 


.$16,824.14 
. 2,235.76 

.$19,059.90 
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The  investigation  as  of  June  30,  1933,  was  made  under  the  direction  of 
Mr.  Ralph  R.  Nelson,  Secretary-Actuary,  with  Mr.  Albert  H.  Mowbray  as 
consulting  actuary,  covering  only  the  determination  of  the  mortality  rate 
among  retired  members.  It  is  our  understanding  that  a similar  investigation 
is  now  being  conducted  as  of  June  30, 1937. 


Disability  Retirements,  Current  Service — $561,131.15 
The  composition  of  the  above  amount  is  as  follows : 

Current  Service 

Total  Annuity  Pension 


Miscellaneous  members 

Firemen  

Policemen  


$282,921.31  $136,583.52  $146,337.79 

134,066.75  134,066.75 

144,143.09  35,278.74  108,864.35 


Total 


.$561,131.15  $171,862.26  $389,268.89 


The  amount  of  $146,337.79  representing  current  service  pension,  miscella- 
neous members,  and  $27,795.29  of  the  current  service  pension,  policemen, 
included  above  represent  the  present  value  at  June  30,  1937,  of  the  disability 
retirement  allowances  granted,  ascertained  by  direct  calculations  based  on 
future  payments  to  be  made.  The  amounts  listed  for  current  service  annuities 
for  miscellaneous  members  and  policemen,  and  the  amount  for  current  service 
pension,  firemen,  together  with  the  remainder  of  $81,069.06  on  account  of 
policemen,  represent  the  undistributed  portion  of  the  total  value  of  the 
retirement  allowances  as  determined  at  date  of  retirement. 

MEMBERS’  ACCUMULATED  CONTRIBUTIONS— §9,121,181.56 

This  item  consists  of  the  following  contributions : 


Normal  contributions,  miscellaneous  members $8,284,864.28 

Policemen  $2.00  contributions -. 723,762.53 

Additional  contributions 112,554.75 


Total  $9,121,181.56 


We  determined  that  the  aggregate  of  the  member  ledger  account  balances 
were  in  agreement  with  the  corresponding  control  accounts,  and  tested  a 
substantial  portion  of  the  computations  in  the  individual  member  accounts  for 
the  year  under  review. 

Normal  Contributions,  Miscellaneous  Members — §8,284,864.28 

This  item  is  composed  of  amounts  contributed  by  miscellaneous  members  at 
varying  rates  depending  upon  age  at  time  of  becoming  a member,  and  sex, 
plus  interest  compounded  at  June  30  each  year.  The  rates  of  interest  set  under 
authority  of  the  Retirement  Board  have  been  4%  per  annum,  with  the  excep- 
tion of  the  fiscal  years  ended  June  30,  1928,  1929,  and  1930,  in  which  years  the 
rate  established  was  4.4%. 

Policemen  §2.00  Contributions — §723,762.53 

Policemen  who  were  members  of  the  Police  Department  on  January  8,  1932, 
prior  to  that  date  contributed  at  the  rate  of  $2.00  each  per  month  to  the  Police 
Relief  and  Pension  Fund,  and  subsequent  thereto  contributed  at  the  same  rate 
to  the  Retirement  System  unless  and  until  they  elected  to  become  members  on 
the  basis  of  policemen  entering  the  service  after  that  date.  At  June  30,  1937, 
the  balance  to  the  credit  of  members,  increased  with  interest  at  4%  per 
annum,  amounted  to  $723,762.53. 

Additional  Contributions — §112,554.75 

This  amount  represents  contributions  by  members  in  addition  to  those  fixed 
as  normal  by  the  Retirement  Board,  as  permitted  by  Section  164  of  the 
Charter,  together  with  interest  thereon  at  4%  per  annum.  The  City  and 
County  is  not  liable  for  any  contributions  to  the  Retirement  System  on 
account  of  these  additional  member  contributions. 
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CITY  AND  COUNTY  ACCUMULATED  CONTRIBUTIONS,  CUR- 
RENT SERVICE— $10,566,096.58 

The  following  is  a summary  of  these  City  and  County  accumulated  contri- 


butions : 

Matching  contributions,  miscellaneous  members $ 8,284,864.28 

Firemen  1,922,949.68 

Policemen  358,282.62 


Total  $10,566,096.58 


Matching  Contributions,  Miscellaneous  Members — $8,284,864.28 
This  item  represents  contributions  by  the  City  and  County  to  equal  accumu- 
lated normal  contributions  of  miscellaneous  members,  pursuant  to  the  provi- 
sions of  Section  164  of  the  Charter. 

F ir  emen — $ 1,922, 949. 68 
Policemen — $358,282.62 

The  above  amounts  represent  the  accumulated  contributions  of  the  City 
and  County  for  firemen  and  policemen  in  service  on  June  30,  1937,  who  became 
members  of  the  Retirement  System  on  January  8,  1932,  and  did  not  elect  to 
become  miscellaneous  members  under  the  option  granted  by  the  Charter. 
These  contributions  were  computed  at  the  established  rates  of  19.16i%i  of 
salaries  earned  by  firemen  and  6.36%  of  salaries  earned  by  policemen.  The 
liability  for  contributions  of  policemen  of  this  classification  at  the  rate  of 
$2.00  each  per  month  is  included  under  “Members’  Accumulated  Contribu- 
tions.” 

The  amounts  appearing  under  this  caption  on  the  accompanying  balance 
sheet  have  not  been  paid  by  the  City  and  County,  except  as  heretofore  noted, 
but  are  included  in  “Accounts  Receivable — City  and  County  of  San  Francisco.” 
Upon  retirement,  or  death  in  performance  of  duty,  the  present  value  of  the 
current  service  pension  allowance  is  transferred  from  this  balance  sheet 
caption  to  the  appropriate  items  under  “Undistributed  Portion  of  Amounts 
Previously  Applied  to  Provide  Retirement  Allowances  for  Current  Service  to 
be  Disbursed  Monthly.”  Upon  the  death  of  a member,  not  in  performance  of 
duty,  the  portion  of  the  death  benefit  equal  to  six  months’  salary  is  paid  from 
the  accounts  included  under  this  balance  sheet  caption. 

CITY  AND  COUNTY  ACCUMULATED  CONTRIBUTIONS— OTHER 
—$846,175.57 

The  composition  of  the  above  amount  is  as  follows : 

Matching  contributions  of  City  and  County  released  by  separation 
of  members  from  City  and  County  employment,  held  as  a reserve 
to  meet  the  obligations  of  the  City  and  County  on  account  of 
benefits  granted  and  prior  service  of  members: 

General  City  and  County $ 898,097.70 

Public  Service  Enterprises: 

Municipal  Railway  $130,712.29 

Water  Department  20,746.59 

Hetch  Hetchy  Water  Supply  and  Power  Project  9,312.36  160,771.24 


Total  $1,058,868.94 

Deduct: 

Excess  of  death  benefits  paid  to  deceased  members 
and  retired  members  over  released  matching 

contributions  $145,723.36 

Excess  of  present  value  of  disability  retirement 
allowances  for  current  service  as  calculated  at 
June  30,  1937,  over  residue  of  City  and  County 
accumulated  contributions  transferred  at  time 

of  retirement  66,970.01  212,693.37 


Remainder 


,$  846,175.57 
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RESERVE  FOR  INTEREST  AND  INVESTMENT  FLUCTUATIONS— 

8480,638.45 

The  above  amount  represents  the  excess  of  the  interest  earned  on  invest- 
ments and  accounts  receivable,  and  profit  on  bonds  called,  over  the  interest 
credited  to  members  and  the  City  and  County  on  their  contributions  and  on 
undistributed  portions  of  retirement  allowances.  Adjustments  of  general 
ledger  controls  to  agree  with  the  members’  accumulated  contributions  as  indi- 
cated on  individual  ledger  cards  are  also  included  in  this  account. 

The  changes  in  this  reserve  account  during  the  year  under  review  are 
reflected  in  the  following  statement: 


Balance,  June  30,  1936 $ 440,646.80 

Add  interest  earned  921,637.07 

Total  $1,362,283.87 

Deduct:  i 

Interest  credited  to  members,  on  City  and  County 
contributions,  and  on  undistributed  portions  of 

retirement  allowances  $880,412.37 

Adjustment  of  contribution  controls — Net 1,233.05  881,645.42 


Balance,  June  30,  1937 $ 480,638.45 


The  adjustments  of  contribution  controls  consist  principally  of  adjustments 
to  increase  the  control  balance  of  “Members’  Accumulated  Normal  Contribu- 
tions” by  the  amount  of  $610.35,  and  the  “City’s  Accumulated  Contributions, 
Current  Service”  by  a like  amount.  The  amount  of  $1,233.05  indicated  above 
includes  the  reduction  to  the  extent  of  $946.60  of  the  aggregate  adjustment 
made  of  these  controls  as  of  June  30,  1936.  The  accumulated  adjustments  of 
this  nature  to  June  30,  1937,  amounted  to  a net  increase  in  the  controls  of 
$522.58. 

COMPENSATION  INSURANCE 

Section  172  of  the  Charter  provides  that  the  Retirement  Board  shall  admin- 
ister the  benefit  provisions  of  the  Workmen’s  Compensation  Insurance  and 
Safety  Law  of  the  State  of  California,  as  they  affect  the  benefits  provided  for 
or  payable  to  officers  and  employees,  including  teachers  of  the  City  and 
County.  Benefits  under  such  risks  as  may  be  assumed  by  the  City  and  County 
and  premiums  under  such  risks  as  may  be  reinsured  are  to  be  paid  by  the 
Retirement  System,  and  an  amount  equal  to  the  total  of  such  benefits  and 
premiums  as  determined  by  the  actuary  for  any  fiscal  year,  is  to  be  paid 
during  such  fiscal  year  to  the  Retirement  System  by  the  City  and  County. 

As  of  June  30,  1937,  all  agencies  of  the  City  and  County  were  self-insured 
within  the  terms  of  the  Workmen’s  Compensation  Act,  the  benefit  provisions 
being  administered  by  the  Retirement  System. 

During  the  year  under  review,  all  disbursements  by  the  Retirement  System 
on  account  of  compensation  expenditures  were  repaid  by  the  City  and  County 
with  the  exception  of  some  June,  1937,  charges  ($7,402.06),  which  are  included 
in  the  accompanying  balance  sheet  under  the  caption  of  “Accounts  Receivable 
— City  and  County  of  San  Francisco.”  Although  Section  172  of  the  Charter 
provides  that  the  liability  for  benefits  assumed  by  the  City  and  County  shall 
be  paid  to  the  Retirement  System  during  the  fiscal  year,  the  payments  received 
have  only  reimbursed  the  Retirement  System  for  actual  disbursements. 

Yours  truly, 

JOHN  F.  FORBES  & COMPANY. 
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EXHIBIT  A 

SAN  FRANCISCO  CITY  AND  COUNTY  EMPLOYEES’ 
RETIREMENT  SYSTEM 
Balance  Sheet,  June  30,  1937 


ASSETS 

CASH  ON  DEPOSIT  WITH  TREASURER $ 108,679.95 

ACCRUED  INTEREST  ON  INVESTMENT  BONDS 326,569.58 

INVESTMENT  BONDS  (see  Schedule  1) 19,643,342.68 

ACCOUNTS  RECEIVABLE— CITY  AND  COUNTY  OF  SAN 

FRANCISCO  3,938,906.65 

TAXES  RECEIVABLE,  LESS  ALLOWANCE  OF  $25,957.42 

FOR  UNCOLLECTIBLE  TAXES 60,532.95 

TOTAL  $24,078,031.81 


LIABILITIES 

UNDISTRIBUTED  PORTION  OF  AMOUNTS  PREVIOUSLY 
APPLIED  TO  PROVIDE  RETIREMENT  ALLOWANCES 
FOR  CURRENT  SERVICE  TO  BE  DISBURSED  MONTHLY 

(see  Comments)  $ 3,063,503.75 

MEMBERS’  ACCUMULATED  CONTRIBUTIONS  (see  Com- 
ments)   9,121,181.56 

CITY  AND  COUNTY  ACCUMULATED  CONTRIBUTIONS— 

CURRENT  SERVICE  (see  Comments) 10,566,096.58 

CITY  AND  COUNTY  ACCUMULATED  CONTRIBUTIONS— 

OTHER  (see  Comments) 846,175.57 

ACCOUNTS  PAYABLE 435.90 

RESERVE  FOR  INTEREST  AND  INVESTMENT  FLUCTUA- 
TIONS (see  Comments)  480,638.45 


TOTAL  $24,078,031.81 


Notations  : The  above  balance  sheet  does  not  include  the  liability  to  retired 
members,  or  to  active  members  of  the  Retirement  System,  for  retirement  allow- 
ances granted,  or  to  be  granted,  on  account  of  prior  service,  i.  e.,  service  in 
City  and  County  employment  before  becoming  members  of  the  Retirement 
System.  Section  4(h)  of  Ordinance  9134,  new  series,  provides  that  all  allow- 
ances paid  on  account  of  prior  service  shall  be  reimbursed  by  contributions  of 
the  City  and  County. 

The  liability  as  of  June  30,  1937,  for  payments  to  be  made  for  compensation 
insurance  awards  in  the  amount  of  $53,785.57,  and  claims  pending  as  of  June  30, 
1937,  estimated  by  the  Retirement  System  to  be  $49,258.14,  are  not  included  in 
the  above  balance  sheet.  Of  these  amounts  $59,325.93  is  estimated  to  be  pay- 
able during  the  fiscal  year  ending  June  30,  1938.  Benefits  and  other  expendi- 
tures paid  by  the  San  Francisco  City  and  County  Employees’  Retirement 
System  on  account  of  these  claims  will  he  reimbursed  by  the  City  and  County. 
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EXHIBIT  A 
SCHEDULE  1 

SAN  FRANCISCO  CITY  AND  COUNTY  EMPLOYEES’ 
RETIREMENT  SYSTEM 


Investment  Bonds,  June  30,  1937 


Description  Face  Value 

GOVERNMENT,  STATE,  MUNICIPAL  AND 
OTHER  POLITICAL  SUBDIVISIONS: 

United  States  Government $ 400,000.00 

State  of  California 3,433,000.00 

City  and  County  of  San  Francisco 3,641,600.00 

East  Bay  Municipal  Utility  District 1,670,000.00 

City  of  New  York 1,257,000.00 

Golden  Gate  Bridge  and  Highway  District 500,000.00 

City  of  Los  Angeles 1,338,000.00 

Los  Angeles  County  Flood  Control  District. . . 1,038,000.00 

Marin  Municipal  Water  District 377,000.00 

City  of  Richmond 421,000.00 

City  of  Sacramento 420,000.00 

City  of  Stockton 379,450.00 

Other  California  municipalities  and  school 

districts  ' 1,905,437.50 


Book  Value 
June  30,  1937 


$ 431,016.83 

3,540,159.22 
3,820,947.47 
1,844,771.20 
1,389,667.38 
566,037.32 
1,620,483.06 
1,255,632.68 
397,243.44 
451,704.25 
458,428.78 
413,937.88 

1,991,203.90 


Total  

.$16,780,487.50 

$18,181,233.41 

RAILROADS : 

Atchison,  Topeka  and  Santa  Fe  Railroad 

Company  $ 103,000.00 

Southern  Pacific  Railroad  Company 480,100.00 

Union  Pacific  Railroad  Company 105,000.00 

$ 98,298.21 

475,501.86 
107,101.79 

Total  

.$  688,100.00 

$ 680,901.86 

OTHER  PUBLIC  UTILITIES: 

San  Joaquin  Light  and  Power  Company.... 

Southern  California  Gas  Company 

Southern  Counties  Gas  Company 

$ 409,000.00 

37,000.00 
312,500.00 

$ 450,341.87 

35,812.07 
295,053.47 

Total  

.$  758,500.00 

$ 781,207.41 

Total  

.$18,227,087.50 

$19,643,342.68 
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EXHIBIT  B 

SAN  FRANCISCO  CITY  AND  COUNTY  EMPLOYEES’ 
RETIREMENT  SYSTEM 
Statement  of  Revenues  and  Expenditures 
For  the  Fiscal  Year  Ended  June  30,  1937 


REVENUES: 

Members’  contributions : 

Normal  contributions,  miscellaneous  members.  .$817,399.53 
Redeposited  normal  contributions,  miscellaneous 

members  3,686.03 

Members’  additional  contributions 25,488.00 

Police  $2.00  contributions 9,075.00  $ 855,648.56 


City  and  County  contributions  to  match  normal 

contributions  of  miscellaneous  members 817,399.53 

Contributions  by  City  and  County  to  meet  current 
service  obligations : 

Firemen  (including  interest  $96,970.13) $569,429.74 

Policemen  (including  interest  $28,128.65) 88,161.06  657,590.80 


Contributions  by  City  and  County  to  meet  prior 
service  obligations : 


Miscellaneous  $448,835.68 

Firemen  584,196.39 

Exempt  firemen  1,239.76 

Policemen  335,907.61  1,370,179.44 


Other  contributions  by  the  City  and  County : 

Administrative  expenses  $ 41,809.87 

Compensation  insurance  costs: 

Benefits  $50,016.80 

Medical  charges  56,488.55  106,505.35  148,315.22 


Income  on  investments: 

Interest $822,515.56 

Gain  from  bonds  called 4,441.37  826,956.93 


Total  (forward) 


.$4,676,090.48 
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EXHIBIT  B (Continued) 

SAN  FRANCISCO  CITY  AND  COUNTY  EMPLOYEES’ 
RETIREMENT  SYSTEM 
Statement  of  Revenues  and  Expenditures 
For  the  Fiscal  Year  Ended  June  30,  1937 
(Continued) 

REVENUES  (forward)  $4,676,090.48 


EXPENDITURES: 

Members’  accumulated  contributions  withdrawn: 

Miscellaneous  members: 

Normal  contributions $94,266.48 

Additional  contributions  454.89  $ 94,721.37 

Police  $2.00  contributions 10,667.08  $ 105,388.45 


Service  retirement  allowances : 

Miscellaneous  members  $547,838.97 

Firemen  405,692.23 

Exempt  firemen  1,239.76 

Policemen  67,596.75  1,022,367.71 


Disability  retirement  allowances : 

Miscellaneous  members $ 92,628.69 

Firemen  109,724.14 

Policemen  174,878.07  377,230.90 


Death  allowances : 

Firemen  $118,249.14 

Policemen  75,721.61  193,970.75 


Death  benefits  to  members’  beneficiaries: 

Miscellaneous  members $231,434.18 

Firemen  7,410.00 

Policemen  20,108.47  258,952.65 


Death  benefits  to  retired  members’  beneficiaries — 

Miscellaneous  46,039.33 

Monthly  installments  to  death  claim  beneficiaries 58.53 

Police  $2.00  accumulated  contributions  due  from 

City  and  County  39,297.54 

Compensation  costs: 

Benefits  $ 50,016.80 

Medical  charges 56,488.55  106,505.35 


Administrative  expenses  41,809.87 

Amortization  of  investment  bonds 55,378.73 


Total  $2,246,999.81 


.$2,429,090.67 


NET  REVENUES 


San  Francisco  School  Department 

(A  Unified  School  District) 

Report  of  Examination  of  Accounts 

For  the  Fiscal  Year  Ended  June  30, 1937 


(Wherever  italics  appear  in  this  Report,  they  indicate  red  figures.) 
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Lester  Herrick  and  Herrick 

CERTIFIED  PUBLIC  ACCOUNTANTS 
TAX  CONSULTANTS 

Merchants  Exchange,  San  Francisco,  California 


October  9,  1937. 

Honorable  Harold  J.  Boyd,  Controller,  City  and  County  of  San  Francisco, 
San  Francisco,  California. 

Sir : In  accord  with  the  terms  of  our  engagement,  we  have  made  an  exam- 
ination of  the  School  Department  of  the  City  and  County  of  San  Francisco 
(such  department  being  a Unified  School  District)  for  the  fiscal  year  ended 
June  30,  1937. 

Our  examination  has  embraced  a verification  of  the  assets  and  liabilities 
as  reflected  by  the  accounts  of  the  Department  as  at  June  30,  1937,  and  review, 
analysis  and  test  of  the  accounting  of  transactions  during  the  year  to  the 
extent  appearing  appropriate  in  view  of  the  existing  methods  of  internal 
control  and  the  comprehensive  continuous  audit  of  expenditures  maintained 
by  your  office.  The  items  relating  to  Fixed  Properties,  Bonded  Debt  and  Bond 
Interest,  included  as  a part  of  the  accompanying  statements,  are  not  reflected 
by  the  accounts  of  the  Department  and  are  based  upon  the  accounts  of  the 
Controller  which  have  been  the  basis  of  separate  independent  examination. 

The  Expert  to  the  Grand  Jury  participated  in  the  examination. 

As  a part  of  our  report,  we  present  hereinafter  the  following  statements: 

PROPRIETARY  BALANCE  SHEET— June  30,  1937 
STATEMENT  OF  REVENUES  AND  EXPENDITURES 

For  the  fiscal  year  ended  June  30,  1937,  as  a part  of  which  have  been  added 
for  comparative  purposes  the  revenues  and  expenditures  for  the  preceding 
fiscal  year. 

ANALYSIS  OF  EXPENDITURES 
FUNDS  BALANCE  SHEET,  June  30,  1937 

STATEMENT  OF  RECONCILEMENT  OF  PROPRIETARY 
BALANCE  SHEET  WITH  FUNDS  BALANCE  SHEET 

In  connection  with  the  statements  presented  and  in  further  explanation 
of  the  character  and  extent  of  our  examination,  we  comment  as  follows: 

PROPRIETARY  BALANCE  SHEET 
Fixed  Capital  Properties — $44,763,120.42: 

The  general  accounts  of  the  School  District  do  not  reflect  capital  assets 
(other  than  unexpended  bond  moneys)  or  liabilities  except  that  certain  sub- 
sidiary records  are  maintained,  independent  of  the  general  accounts,  in  which 
are  recorded  certain  details  relating  to'  properties.  In  this  situation,  the  item 
of  Fixed  Capital  Properties  has  been  inserted  in  the  Balance  Sheet  based  upon 
the  accounts  of  the  Controller  which  are  stated  to  us  to  reflect  original  cost  (or 
appraised  values  where  cost  had  not  been  ascertainable),  as  it  is  the  account- 
ing policy  of  the  City  and  County  to  state  the  total  investment  of  capital 
in  existing  service  assets  without  accounting  of  accruing  depreciation.  How- 
ever, we  observe  that  all  equipment  replacements  have  been  accounted  as 
current  expenditures. 

In  connection  with  the  subsidiary  records,  maintained  by  the  School 
District,  relating  to  Fixed  Capital  Properties,  we  have  reviewed  such  records 
to  an  extent  sufficient  to  satisfy  us  that  the  charges  currently  made  in  such 
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records  for  recorded  capital  outlays  represent  betterments  and  additional 
property  and  do  not  include  charges  for  maintenance,  repairs  or  replacement. 

We  have  reviewed  and  considered  such  methods  as  are  in  use  for  record- 
ing the  existence  of  movable  equipment  and  appliances  in  the  various  offices 
and  schools  of  the  Department  and  find  that  they  appear  to  be  reasonably 
adequate  to  constitute  a safeguard  against  unrecorded  loss  or  misuse. 
Appropriately  descriptive  records  are  maintained  of  all  important  appliances 
and  movable  equipment  and  as  replacements  are  provided  it  is  the  policy  to 
require  vendors  to  accept  the  replaced  equipment  as  part  payment  even 
though  the  value  allowance  be  nominal.  Notwithstanding  the  indication  of 
reasonable  safeguards,  the  extent  of  the  investment  in  movable  equipment 
and  appliances  is  so  great  as  to  warrant  a comprehensive  study  to  determine 
fully  whether  it  would  he  beneficial  to  increase  the  scope  of  the  present 
records  and  the  formality  of  the  lodging  of  personal  responsibility. 

The  records  of  the  Controller  evidence  that  $18,400,000.00  insurance  is 
carried  against  fire  loss  of  School  Department  properties,  such  coverage 
being  distributed  between  forty-nine  companies. 

Cash— $1,997,970.92: 

The  cash  on  deposit  with  the  Treasurer  was  confirmed  upon  the  basis  of 
a report  of  audit  of  the  Treasurer’s  records  and  cash  balances  made  by  your 
office,  and  we  verified  the  revolving  funds  by  count  and  investigation  of  the 
related  bank  account.  The  composition  of  the  balance  on  deposit  with  the 
Treasurer  is  as  follows: 


Current  Funds : 


School 

District 

Balances 


Misc. 

Accounts 

Payable 


W! 

Outsta 

Matu: 


and  Coupons 
Not  Presented 
for  Payment 


Common  School  $ 627,546.25 

Special  School  Tax....  693,080.10 

Fire  Reconstruction  . . . 4,392.95 

P.W.A.  Construction 
Funds  16,88948 


Bond  Interest  5%  1908 
Bond  Interest  4 %% 

1918  

Bond  Interest  5%  1923 
Bond  Interest  3%  1934 
Bond  Interest  5%  1934 
Bond  Redemption  5% 

1908  

Bond  Redemption  4%% 
1918  


$ 1,155.86 
1,945.15 


69,839.58 

10,000.00 


3,375.00 

31,006.08 


$164,955.26 

14,171.62 


26,060.10 

100.00 

4,162.50 

6,300.00 


200,000.00 

2,000.00 


$ 793,657.37 
709,196.87 
4,392.95 

79,010.20 

10,100.00 

4,162.50 

6.300.00 

3.375.00 
31,006.08 

200,000.00 

2,000.00 


Capital  Funds: 

School  House  Bond — 
1934  

Special  and  Trust  Funds: 
School  Teachers’  Exam 
ination  Deposits 
Sunshine  School  Equip 

ment  Trust  . : 

School  Teachers’  Sab 
batical  Leave 


$1,308,129.82 

$117,321.67 

$417,749.48 

$1,843,200.97 

. 129,044.18 

63.72 

5,166.61 

134,274.51 

L- 

362.00 

362.00 

>- 

336  15 

336.15 

h 

14,280.62 

5,266.67 

19,547.29 

14.97S.77 

5,266.67 

20,245.44 

.$1,452,162.77 

$122,652.06 

$422,916.09 

$1,997,720.92 
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Accounts  Receivable — $196,885.44: 

Taxes  receivable  were  confirmed  by  reference  to  the  records  of  the  Con- 
troller which  have  been  the  basis  of  separate  independent  examination.  The 
reserve  against  unsecured  taxes  represents  the  total  of  such,  only  the  taxes 
secured  by  real  estate  being  valued  for  accounting  and  statement  purposes. 

Other  accounts  receivable  embrace  the  following : 


Teachers’  Salary  Refund  Claims $4,554.25 

Accrued  Rentals  120.00 

Purchase  Refunds  142.76 

Total  $4,817.01 

Less  collection  reserve  covering  the  total  of  salary  refund  claims  and 
accrued  rentals  _ 4,674.25 

Balance  $ 142.76 


Interfund  Account — $5,000.00 : 

This  represents  an  amount  advanced  to  the  Department  of  Public  Works 
in  1934  for  the  carrying  of  supplies  to  be  used  for  maintenance  work  upon 
School  Department  properties. 

Deferred  Charges — $310,833.42: 

The  item  of  Stores  embraces  the  balance  of  the  controlling  account  for 
stores  in  the  General  Ledger  of  the  Department  amounting  to  $74,336.32 
and  an  account  representative  of  supplies  received  in  advance  of  the  issue 
of  warrants  amounting  to  $2,643.60.  The  account  embraces  only  supplies 
which  are  on  hand  in  the  warehouse  and  does  not  include  unused  supplies 
at  schools  with  the  exception,  however,  of  certain  supplies,  principally  jani- 
torial, delivered  before  June  30  on  Fall  term  requisitions  for  which  the 
accounting  of  deliveries  will  not  be  made  until  the  coming  fiscal  year.  As 
it  is  not  the  practice  to  account  purchases  for  Fall  term  consumption  until 
after  June  30,  the  account  does  not  include  such  purchases  as  may  have 
been  received  prior  to  that  date. 

The  general  accuracy  of  the  controlling  account  of  Stores  was  confirmed 
by  physical  inventory  taken  as  at  April  1,  1937,  the  value  of  which  inventory 
differed  from  the  controlling  account  at  that  time  by  only  an  unimportant 
amount.  We  have  reviewed  the  records  of  this  physical  inventory  and  con- 
sidered the  manner  of  its  preparation  and,  to  the  extent  practical  for  us 
to  determine,  are  satisfied  that  it  was  taken,  priced  and  extended  with  all 
essential  accuracy.  Certain  procedural  deficiencies  in  the  accounting  of 
stores,  involving  clerical  duplication  and  insufficiency  of  data,  have  been 
recognized  by  the  Department  and  as  of  November  1,  1937,  revised  methods 
and  procedures,  already  devised  and  approved  by  you,  are  to  be  installed. 

We  have  inquired  into  the  methods  relating  to  the  investigation  and 
approval  of  requirements  for  school  supplies  and  the  methods  used  at  the 
schools  in  safeguarding  stores  in  process  of  consumption.  The  requirements 
of  each  school  with  respect  to  each  term  are  evidenced  by  “term”  requisi- 
tions which  appear  to  be  reviewed  carefully,  prior  to  approval,  in  the  light 
of  average  attendance,  past  requirements  and  other  pertinent  factors.  No 
formal  routine  procedure  is  provided  relating  to  the  recording  of  supplies  at 
schools  other  than  lodging  the  responsibility  upon  the  principal.  In  the 
larger  schools,  which  involve  most  of  the  supplies  used,  all  supplies  not 
required  for.  current  use  are  stated  to  be  kept  in  locked  storerooms  and  are 
issued  to  classrooms  as  required.  In  smaller  schools,  all  supplies  as  received 
are  distributed  immediately  to  the  classrooms,  the  responsibility  being 
placed  upon  the  teachers  for  safeguarding  the  consumption.  None  of  the 
schools  are  provided  with  or  required  to  keep  stock  records. 
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While  the  practical  methods  for  the  keeping  and  issuing  of  supplies  at 
schools  are  economically  arranged  and  apparently  should  be  reasonably 
effective,  we  believe  it  would  be  well  to  make  a comprehensive  study  of  the 
situation  directed  towards  determining  the  advisability  of  establishing  uni- 
form forms  and  formal  procedures  involving  the  provision  of  stock  cards 
and  a recording  of  issues  at  the  larger  schools.  This  study  well  might  be 
combined  with  the  suggested  study  relating  to  accountability  of  movable 
equipment  and  apparatus. 

The  item  of  Shop  Orders  amounting  to  $3,044.15  represents  the  cost  of 
work  in  process  or  of  the  reconditioning  of  equipment  awaiting  delivery. 
Our  review  of  the  uncompleted  shop  order  records  and  our  consideration  of  the 
related  methods  satisfy  us  that  the  amount  is  correctly  stated. 

The  item  of  Federal  Grants  in  Suspense  amounting  to  $69,815.43  repre- 
sents expenditures  which  are  to  be  the  basis  of  claims  for  Federal  P.W.A. 
grants.  The  funds  for  such  expenditures  were  provided  by  temporary  trans- 
fers of  funds  amounting  to  $69,839.58  as  shown  by  the  analysis  of  the 
current  funds  on  deposit  with  the  Treasurer. 

Accrued  Interest  Suspense  of  $160,993.92  represents  the  amount  of  funds 
necessary  to  be  provided  by  taxes  during  the  coming  fiscal  year  to  meet 
bond  interest  accrued  to  June  30,  1937,  but  not  then  due.  It  is  determined 
as  follows: 

Interest  accrued  but  not  due $163,125.00 

Excess  of  cash  on  deposit  with  the  Treasurer  in  bond  interest 
funds  over  amounts  required  to  meet  coupons  due  July,  1937,  and 
matured  coupons  not  presented 2,131.08 


$160,993.92 


Bonded  Debt— $12,377,000.00: 

As  in  the  case  of  fixed  capital  properties,  the  accounts  of  the  School 
Department  do  not  reflect  the  outstanding  school  bonds  nor  the  transactions 
relating  to  their  servicing.  Accordingly,  the  amount  of  the  bonded  debt  is 
shown  upon  the  basis  of  the  accounts  of  the  Controller.  The  item  embraces 
the  following: 


Issue  Int.  Rate 

1908 5% 

1918 4y2% 

1923 5% 

1934 3% 

1934 5% 


Outstanding 

$ 400,000.00 

877,000.00 

9.000. 000.00 

2.025.000. 00 
75,000.00 

$12,377,000.00 


Requirement 

$200,000.00 

175.000. 00 

300.000. 00 
*225,000.00 

75,000.00 

$975,000.00 


‘Increases  to  $300,000.00  in  1939. 
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Accounts  Payable — $404,090.27 : 

We  have  examined,  analyzed  or  reviewed  the  subsidiary  records  relating 
to  accounts  payable  and  upon  the  basis  of  such  examination,  supplemented 
by  appropriate  inquiry,  we  are  satisfied  that  the  amount  reflects  with  essen- 
tial completeness  all  unpaid  liabilities  for  outstanding  warrants,  matured 
obligations  under  contracts  or  purchase  orders,  etc.,  except  liabilities  for  the 
purchase  of  supplies  for  use  during  the  fiscal  year  beginning  July  1,  1937, 
which,  under  the  established  procedures,  are  not  accounted  until  after  the 
beginning  of  the  new  fiscal  year.  The  item  excludes  outstanding  warrants 
incident  to  special  and  trust  funds,  such  being  included  within  such  specially 
designated  liabilities. 

The  above  accounts  do  not  reflect  such  contingent  liabilities  as  are  con- 
cerned with  adjustments  of  teachers’  salaries  now  in  litigation  or  accident 
claims  which  involve  one  case  in  which  a judgment  for  $15,000.00,  together 
with  interest  and  costs,  is  now  on  appeal.  Reserves  for  such  contingencies 
are  included  as  a part  of  current  surplus. 


Special  and  Trust  Funds — $20,245.44: 

These  accounts  were  confirmed  by  reference  to  the  records  of  the  Con- 
troller. The  item  does  not  include  the  school  teachers’  permanent  fund 
amounting  to  $41,714.40  which,  not  being  subject  to  the  control  of  the  De- 
partment, is  not  reflected  by  its  accounts  and  is  recorded  only  by  the  accounts 
of  the  Controller. 


Surplus— $34,256,536.99 : 

The  balance  of  current  surplus,  $1,589,372.39,  is  representative  of  the 
available  cash  and  other  operating  assets  of  the  Department  excluding  bond 
moneys  available  only  for  purposes  of  capital  properties  acquirement.  The 
amount  is  stated  upon  the  basis  of  the  accounts  of  the  Department  and  repre- 
sents reserves  and  unappropriated  balances  as  follows: 


Unappropriated  Total 
Balances  $ 484,269.77 


$437,155.58  $ 44,580.26 


Fire 

Fund 

$2,533.93 


Reserves  for: 
Purchase  Orders 
Other  Encum- 
brances   

Stores  and  Other 
Working 

Assets  

Salary  payments 
in  litigation.. 
Accident  Claims 
Capital  Outlays. 
Adjustments  and 
Miscellaneous 
Appropriations 
Unexpended: 

For  P.  W.  A. 

Docket  

Other  

Accounts  Payable. 
Relating  to  Pur- 
chases, Orders 
and  Other  En- 
cumbrances. 


214,650.46  162,104.72 

131,441.80  72,740.55 


30,758.96  $21,786.78 

54,163.75  252.57  4,284.93 


77,773.23  77,773.23 


78,930.22 

25,000.00 

100,045.20 

18,533.39 


78,930.22 

25,000.00 


17,097.02 


100,045.20 

1,436.37 


500,000.00  500,000.00  

29,460.69  1,606.45  27,854.24 

120,782.37  98,061^.09  22,668.28  


$1,539,372.39  $772,737.23  $708,316.26  $4,392.95  $53,925.95 
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We  are  informed  that  such  liability  as  ultimately  may  be  determined 
upon  the  conclusion  of  the  present  litigation  in  connection  with  adjustment 
of  teachers’  salaries  is  not  ascertainable  and  that  such  expenditures  as  may 
be  involved  with  existing  accident  claims,  including  a judgment  for  $15,- 
000.00  and  interest  now  on  appeal,  probably  will  be  less  than  the  amount 
of  the  reserve. 


The  capital  surplus  includes  unexpended  bond  funds  of  $129,044.18,  and 
the  balance  of  $32,588,120.42  represents  the  excess  of  the  fixed  property 
valuation  over  that  part,  $12,175,000.00,  of  the  bonded  debt  which,  because 
not  due,  is  not  represented  by  cash  balances. 


The  composition  of  the  surplus  accounts  and  a condensed  restatement 
of  the  Balance  Sheet  with  respect  to  the  character  of  funds  involved  is 
shown  by  the  following: 


Total 


Current 

Accounts 


^Capital 


Special 
& Trust 
Accounts 


Cash  $ 1,997,970.92  $1,843,450.97  $ 134,274.51 

Less  currently  due 
Bonded  Debt  and  In- 
terest Accounts  Pay- 
able and  Special  and 

Trust  Funds  679,148.21  653,672.44  5,230.33 


$20,245.44 


20,245.44 


Balance  Available 

Cash $ 1,318,822.71  $1,189,778.53  $ 129,044.18 


Fixed  Capital  Proper- 
ties less  Bonded  Debt 

not  due  32,588,120.42  32,588,120.42 

Other  Assets  less  In- 
terest Accrued  not 

due  349,593.86  349,593.86  


$34,256,536.99  $1,539,372.39  $32,717,164.60  


STATEMENT  OF  REVENUES  AND  EXPENDITURES 

Our  examination  of  the  accounts  relating  to  revenues  and  expenditures 
has  been  limited  to  general  review,  tests  and  investigation  to  determine 
the  existence  and  adequacy  of  methods  of  internal  control. 

Revenues  from  taxes  have  been  confirmed  generally  by  consideration  of 
the  assessed  valuation  of  taxable  property  in  connection  with  the  estab- 
lished tax  rates.  Revenues  received  through  the  State  of  California  have 
been  confirmed  by  reference  to  reports  from  the  State  Superintendent  of 
Schools.  The  full  accounting  of  rentals  and  receipts  from  property  sales  has 
been  verified  by  examination  of  reports  of  the  City  Real  Estate  Department, 
while  other  items  of  income  have  been  reviewed  with  respect  to  the  adequacy 
of  the  methods  for  their  accounting. 

We  have  reconciled  the  monthly  totals  of  all  cash  recorded  as  received 
with  the  deposits  with  the  Treasurer  as  reflected  by  the  Controller’s  ac- 
counts. 

All  expenditures  of  the  Department  are  subjected  to  comprehensive  audit 
by  the  Controller  with  respect  to  legality,  authorization  and  existence  of  the 
liability,  and  such  continuous  attention  makes  unnecessary  an  independent 
reference  to  the  expenditure  documents.  We  have,  however,  reviewed  the 
methods  and  procedures  employed  by  the  Department  in  connection  with  the 
accounting  of  expenditures  and  in  connection  with  employment  have  made 
an  extensive  test  of  salary  changes  by  reference  to  the  recorded  approvals 
of  the  Board  of  Education. 
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Our  consideration  of  the  distribution  of  expenditures  with  respect  to 
functional  analysis  has  been  limited  to  only  such  review  and  analysis  as 
was  necessary  to  the  preparation  of  the  statements  accompanying  this  re- 
port, but  we  are  satisfied  that  the  methods  for  such  distribution  are  so  ar- 
ranged as  to  result  in  essential  accuracy. 

The  transactions  of  the  Department  as  reflected  by  its  accounts  are  sum- 
marized as  follows: 

Revenues  from  Property  Taxes,  Subventions  from  the  State  of 
California  and  Income  from  Miscellaneous  Sources  including 


$46,644.50  from  the  sale  of  land  and  buildings $10,258,356.46 

Total  Operating  and  Maintenance  Expenditures 9,472,399.54 

Net  Revenue $ 785,956.92 

Less  Expenditures  out  of  Revenue  Funds  for  Capital  Outlays..  345,863.70 

Balance  of  Revenue  Surplus  for  the  year $ 440,093.22 


It  is  observed  that  the  accounts  of  the  School  Department  relate  only  to 
those  transactions  which  in  whole  or  in  part  are  subject  to  its  control  and 
do  not  include  an  accounting  of  revenues  from  taxation  applicable  only  to 
bond  interest  and  redemption  requirements,  nor  do  the  accounts  reflect  such 
expenditures  as  may  be  incurred  by  other  departments  of  the  City  in  con- 
nection with  the  medical  or  other  care  of  school  children. 

FUNDS  BALANCE  SHEET 

The  data  shown  by  this  statement  are  in  agreement  with  the  records  of 
the  Controller  and  are  presented  in  the  classifications  used  in  his  annual 
report.  All  items  upon  this  statement  have  been  reconciled  with  the  cor- 
responding fund  accounts  as  maintained  by  the  Department,  and  the  state- 
ment is  followed  by  a reconcilement  of  the  totals  which  it  develops  with 
the  corresponding  items  of  the  Proprietary  Balance  Sheet. 

GENERAL 

We  observe  that  the  accounts  of  the  Department  do  not  embrace  records 
of  the  operation  of  school  cafeterias  or  of  the  activities  of  student  bodies 
and  that  the  related  funds  are  not  deposited  with  the  Treasurer.  Our  ex- 
amination has  not  included  consideration  of  the  records  of  such  activities. 

We  desire  to  express  our  appreciation  of  the  cooperation  afforded  us  by 
the  accounting  staff  of  the  Department  and  of  your  office  in  connection  with 
our  examination. 

We  are,  Sir, 

Respectfully, 


LESTER  HERRICK  AND  HERRICK. 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
SCHOOL  DEPARTMENT 
(A  Unified  School  District) 

PROPRIETARY  BALANCE  SHEET— JUNE  30,  1937 

ASSETS 


FIXED  CAPITAL  PROPERTIES: 


Land  $ 9,842,465.28 

Improvements  28,422,991.22 

Construction  in  Progress  3,554,941.41 

Equipment 2,942,722.51 


Total  Fixed  Capital  Properties $44,763,120.42 

Note:  Above  accounts  measure  the  capital  in- 
vested in  existing  school  service  property 
without  consideration  of  depreciation. 

Equipment  replacements  are  accounted 
as  current  expenses. 

CASH: 

On  deposit  with  Treasurer $ 1,997,720.92 

Current  Funds  $1,843,200.97 

Capital  Funds 134,274.51 

Special  and  Trust  Funds...  20,245.44 


Revolving  Funds  250.00 


Total  Cash  1,997,970.92 

ACCOUNTS  RECEIVABLE: 

Taxes  Receivable  $ 196,742.68 

Total  $ 331,636.31 

Less  Reserve  against  Unse- 
cured Taxes 134,893.63 


Other  Accounts  Receivable — net  of  Collec- 
tion Reserve 142.76 


Total  Accounts  Receivable 196,885.44 

INTERFUND  ACCOUNT: 

Department  of  Public  Works 5,000.00 


DEFERRED  CHARGES: 

Stores  

Shop  Work  in  Process  

Federal  Grants  in  Suspense 

Accrued  Interest  Suspense  

Excess  of  Bond  Interest  over  Bond 
Interest  Funds  with  Treasurer. 


Total  Deferred  Charges 310,833.42 


$ 76,979.92 

3,044.15 
69,815.43 
160,993.92 


$47,273,810.20 


Note:  Items  of  Fixed  Capital  Properties,  Bonded  Debt,  Bond  Interest  and 
the  related  deposits  with  Treasurer  and  Accrued  Interest  Suspense 
are  not  reflected  by  the  accounts  of  the  Department  and  are  based 
on  the  records  of  the  Controller. 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
SCHOOL  DEPARTMENT 
(A  Unified  School  District) 

PROPRIETARY  BALANCE  SHEET— JUNE  30,  1937  (Continued) 
LIABILITIES 


BONDED  DEBT: 

Due  July  1,  1937 — Current  Account $ 200,000.00 

Due  thereafter — Capital  Account 12,175,000.00 

Matured  Bonds  not  presented — Current  Ac- 
count   2,000.00 

Total  Bonded  Debt 

BOND  INTEREST: 

Due  July  1,  1937 $ 42,250.00 

Accrued,  not  due 163,125.00 

Matured  Coupons  not  presented 10,562.50 


Total  Bond  Interest  

ACCOUNTS  PAYABLE: 

Contracts,  Purchase  Orders,  etc 120,732.37 

Warrants  Outstanding  210,353.59 

Other  Accounts  Payable 73,004.31 

(Current  Account .$398,859.94) 

(Capital  Account  5,230.33) 

Total  Accounts  Payable 


$12,377,000.00 


215,937.50 


404,090.27 


SPECIAL  AND  TRUST  FUNDS: 

School  Teachers’  Sabbatical  Leave  Fund....  $ 19,547.29 

School  Teachers’  Examination  Deposits 362.00 

Sunshine  School  Equipment  Trust  336.15 

Total  Special  and  Trust  Funds 20,245.44 

SURPLUS : 

Current  Surplus: 


Balance  July  1,  1936 $1,045,353.22 

Revenue  Surplus  1936-37 : 

Operating  Net  Revenue.$785, 956.92 

Less  Capital  Outlay. . . 345,863.70  440,093.22 

Total  $1,485,446.44 

* P.  W.  A.  Funds: 

Balance,  July  1,  1936.  .$596,870.43 
Less  Expended  ( Capital 
Outlay)  542,944,48  53,925.95 


Total  Current  Surplus $ 1,539,372.39 

Capital  Surplus  32,717,164.60 


Unexpended  Balance  of  School 

Bond  Issue  1934— Cash $ 129,044.18 

Fixed  Capital  Properties  valuation 
in  excess  of  Bonded  Debt  of 
$12,175,000.00  due  after  July  1, 

1937  32,588,120.42 

Total  Surplus  $34,256,536,99 

$47,273,810.20 


Note:  See  text  for  condensed  restatement  segregated  as  to  Current,  Capital 
and  Special  & Trust  Accounts. 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
SCHOOL  DEPARTMENT 
(A  Unified  School  District) 

STATEMENT  OF  REVENUES  AND  EXPENDITURES 
For  the  Fiscal  Year  Ended  June  30,  1937 

-p  TP V'R’ISITTTTQ  Fiscal  years  ended  June  30- 

REVENUES  1937  1936 

PROPERTY  TAXES  AND  PENALTIES $ 5,410,622.26  $ 5,391,817.25 

REVENUES  RECEIVED  THROUGH  STATE  OF 
CALIFORNIA: 

Common  Schools  $ 2,558,336.99  $ 2,648,469.05 

High  Schools  2,068,248.47  1,925,058.81 

$ 4,626,585.46  $ 4,573,527.86 

OTHER  REVENUES: 

Apportionment  of  Federal  Aid  to  High  Schools.?  17,024.18  $ 10,642.44 

Tuition  from  Other  Counties 51,308.16  1,579.97 

Rentals 103,558.43  102,976.79 

Fire  Damage  1,894.83  2,844.92 

Sales — Land  and  Buildings 46,644.50  30,642.29 

Other  Receipts  718.64  452.00 

Junior  College  Fees 8,623.50 

Total  Revenues  $10,258,356.46  $10,123,107.02 

EXPENDITURES 
OPERATING  EXPENDITURES: 

Administration $ 287,218.66  $ 276,789.16 

Instruction— Salaries 7,157,581.00  6,927,220.92 

Instruction — Supplies 264,084.19  231,263.14 

Coordinate  Activities  34,516.43  35,843.21 

Auxiliary  Agencies  55,827.48  126,466.23 

Operation  744,520.17  701,667.98 

Fixed  Charges  534,973.95  492,767.51 

Maintenance 374,254.05  362,492.06 

Earthquake  Survey  & Reconstruction 22,483.81 

Fire  Damage  Repairs  & Replacements 19,423.61  416,220.37 

Total  Operating  Expenditures $ 9,472,399.54  $ 9,593,214.39 

NET  REVENUE  $ 785,956.92  $ 529,892.63 

CAPITAL  OUTLAY: 

Total $ 1,377,394.90  $ 2,171,428.93 

Less  Expenditures  from  Other  Funds: 

School  House  Bond  Fund— 1934 $ 488,586.72  $ 1,931.704.59 

Federal  Grants  542.944.4S  136,075.95 

Total $ 1,031,531.20  $ 2,067,780.54 

Balance,  Capital  Outlay  from  Revenues $ 345,863.70  $ 103,648.39 

BALANCE,  REVENUE  SURPLUS  FOR  YEAR 

1936-1937  $ 440,093.22  $ 426,244.24 


Note:  The  above  statement  does  not  reflect  tax  revenues  applicable  to  bond 
interest  and  redemption  purposes  or  the  expenditures  therefrom. 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
SCHOOL  DEPARTMENT 
(A  Unified  School  District) 

ANALYSIS  OF  EXPENDITURES 
For  the  Fiscal  Years  Ended  June  30,  1937  and  1936 


ADMINISTRATION 


1936-37  1935-36 


Salaries $ 

Supplies 

Traveling  Expense  

Other  


238,334.37  $ 232,290.57 

10,893.92  16,172.72 

1,745.88  2,870.31 

36,244.49  25,455.56 


$ 287,218.66  $ 276,789.16 


INSTRUCTION— SALARIES 


Supervision $ 87,228.14  $ 79,028.29 

Kindergarten 175,072.46  177,702.80 

Elementary  Day  2,997,322.44  3,040,777.63 

Special  Schools  102,688.02  100,309.51 

Junior  High  1,120,817.09  1,023,253.80 

High  Day  2,014,485.65  1,900,417.03 

High  Evening  186,420.92  185,294.68 

Junior  College  241,064.09  196,697.75 

Continuation 121,757.74  123,615.43 

Adult 26,846.70  23,279.26 

Special 83,877.75  76,844.74 


$ 7,157,581.00  $ 6,927,220.92 


INSTRUCTION— SUPPLIES,  ETC. 


Kindergarten  Supplies  $ 1,918.34 

Educational  Supplies  141,249.21 

Books 96,815.99 

Traveling  Expenses  

Other  Expenses  of  Instruction 24,100.65 


2,107.01 

121,021.56 

85,245.59 

2,070.70 

20,818.28 


$ 264,084.19  $ 231,263.14 


COORDINATE  ACTIVITIES 

Compulsory  Education  

Medical  Inspection 

Nurse  Service  


$ 32,708.93  $ 32,359.83 

1,807.50  2,328.38 

1,155.00 


$ 34,516.43  $ 35,843.21 


AUXILIARY  AGENCIES 
Transportation  of  Pupils. . . . 
Tuition  Paid  Other  Counties, 

Community  Center  

Other  Auxiliary  Agencies . . . 


$ 


18,397.46 

30,265.96 

1,405.55 

5,758.51 


22,240.80 

98,121.14 

1,156.58 

4,947.71 


$ 55,827.48  $ 126,466.23 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
SCHOOL  DEPARTMENT 
(A  Unified  School  District) 
ANALYSIS  OF  EXPENDITURES 
For  the  Fiscal  Years  Ended  June  30,  1937  and  1936 
(Continued) 


OPERATION 

Janitors’  & Engineers’  Salaries $ 539,696.85  $ 513,864.43 

Janitors’  & Engineers’  Supplies 33,484.11  29,142.99 

Gas  & Electricity 59,969.26  56,624.46 

Fuel 52,608.66  49,314.92 

Water 37,022.43  35,329.65 

Other  Expenses  of  Operation 21,738.86  17,391.53 

$ 744,520.17  $ 701,667.98 


FIXED  CHARGES 

Teachers’  Back  Salary  Adjustments $ 3,752.64  $ 1,96 4.44 

Rents 12,710.88  8,630.35 

Workmen’s  Compensation  Insurance  & Acci- 
dent Claims  9,666.37  8,642.51 

Contributions  to  Retirement  System — City....  446,605.17  410,874.44 

Contributions  to  Retirement  System — State...  34,728.00  33,612.00 

Other  Expenses  of  Fixed  Charges 651.29  9,034.60 

Insurance 26,859.60  42,007.25 

$ 534,973.95  $ 492,767.51 


MAINTENANCE 

Repairs  to  Buildings  & Grounds $ 

Repairs  to  Janitors’  Equipment 

Repairs  to  Educational  Equipment 


269,218.85 

34.940.60 

70.094.60 


$ 374,254.05  $ 


EARTHQUAKE  SURVEY  & RECONSTRUCTION 
FIRE  DAMAGE,  REPAIRS  & REPLACEMENTS 


265,615.35 

31,244.34 

65,632.37 

362,492.06 

22,483.81 

416,220.37 


TOTAL  OPERATING  EXPENDITURES.  . . .$  9,472,399.54  $ 9,593,214.39 


CAPITAL  OUTLAYS 

Purchase  of  Land $ 60,780.42  $ 12,212.99 

New  Building  Construction,  etc 1,007,373.89  2,079,519.34 

New  Building  Equipment 237,414.14  5,360.65 

Old  Building  Alterations,  etc 24,746.31  10,798.87 

Old  Building  Equipment 47,080.14  63,537.08 

$ 1,377,394.90  $ 2,171,428.93 

. $10,849,794.44  $11,764,643.32 


GRAND  TOTAL  EXPENDITURES.  . 
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